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placing    copies    of     your 
replies   with    the    letters 
which     they     answer- 
ill    in    order. 


You  file  the  Folder  vertically  (on  edge)  in  a  Cabinet 
Drawer,  where  it  is  kept  upright  by  a  compressor. 

\'i?ii   obtfiin  this  }?esiili: 

\our    whole   correspondence    with    one    Company,    or   upon    one    subject,    i- 
always  together— you  can  lay  your  hand  on  »t  instantly. 

MAY    WE     TAKF     UP    THIS    SYSTEM     WITH     YOU    IN    DETAIL? 
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PREFACE 


'THE  present  work  was  commenced  upwards  of  two  years  ago,  and  was  at  that  time  primarily 
undertaken  with  a  view  to  assisting  candidates  for  the  Final  Examination  of  the  Institute 
of  Chartered  Accountants  to  attain  the  high  standard  of  knowledge  which  has  been  set  at  those 
Examinations  during  the  past  few  years.  The  pressure  of  other  business,  however,  materially 
interfered  with  its  rapid  progress  at  that  time,  and,  in  the  meanwhile,  there  has  been  a  general 
^awakening  on  the  part  of  both  business  men  and  educationalists  to  the  importance  of  Accounting, 
which  has,  it  is  thought,  still  further  emphasised  the  desirability  of  such  a  work  being  issued  as 
soon  as  possible. 

The  subject  of  Accounting  has  been  included  in  the  curriculum  of  the  University  of 
Birmingham  for  the  Faculty  of  Commerce,  and  a  very  complete  knowledge  of  the  science  is 
required  on  the  part  of  all  candidates  for  its  Commercial  degrees.  The  University  of  London 
has  introduced  "  Accountancy  and  Business  Methods"  as  an  optionnl  subject  in  connection  with 
Its  Science  degrees  in  the  Economics  section.  Instruction  in  the  subject  has  also  been  arranged 
for  by  the  newly  founded  Victoria  University  of  Manchester,  and  a  knowledge  of  Accounting 
will  doubtless  be  required  on  the  part  of  candidates  for  its  degrees  in  Commerce.  Other 
provincial  Universities  have  also  been  established  during  the  past  year,  and  these  doubtless  in 
duecoursewillcreateFacultiesofCommerce,  which,  in  their  turn,  will  serve  to  still  further 
diffuse  a  thorough  knowledge  of  .Accounts.  The  subject  of  Advanced  Accounting  has  also 
been  included  in  the  scheme  of  instruction  undertaken  by  the  Commercial  Education  Committee 
of  the  London  Chamber  of  Commerce  ;  while  the  standard  in  Accounts  required  by  examiners 
for  the  Institute  of  Chartered  Accountants,  and  other  organised  bodies  of  professional  Account- 
ants  throughout  the  United  Kingdom,  is  steadily  becoming  more  and  more  exacting. 

It  has  been  my  privilege  to  be  in  no  small  degree  associated  with  this  movement,  by  being 
called  upon  to  impart  instruction  in  Accounts  in  connection  with  certain  of  these  undertakings^ 
and  as  a  result  I  have  been  led  to  the  belief  that  a  work  dealing  adequately  with  the  whole  range 
of  subjects  embraced  would  meet  a  want  that  has  hitherto  been  experienced  doubtless  by  other 
teachers  besides  myself.  It  might  perhaps  be  thought  that  a  work  designed  upon  these  compre- 
hensive lines  could  not  be  equally  suitable,  and  equally  useful,  to  both  Accountant  Students  and 
others,  who,  while  desiring  a  knowledge  of  Accounts,  had  yet  no  intention  of  entering  the 
profession  of  accountancy.  But,  inasmuch  as  the  object  is  in  all  cases  presumably  to  acquire  a 
thorough  knowledge  of  the  science  of  Accounts,  it  is  thought  that  the  requirements  of  these 
various  classes  of  Students,  if  not  absolutely  identical,  have  at  least  very  much  in  common,  and 
are  therefore  capable  of  being  served  from  the  same    source.     In    the  case   of  Accountant 
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students,  their  reading  wil.  naturally  to  a  large  extent  be  ^P'-  "f ^e^S  r^  t  mu  t  ^ 
which,  (if  properly  guided)  is  perhaps  the  best  teacher  of  all      In  the  -e  °f  others    .t  _ 

the  aim  of  the  teacher  to,  so  far  as  lies  in  h:s  power  supply  the  f  ^ jj  ^^  ^^  J^^^^^        book, 
tion,  for  this  is  a  task  which,  it  is  thought,  cannot  be  successfully  accomplished  by  any 

It  has  throughout  been  my  aim  to  handle  the  matter  in  such  a  manner  'h-^'  t''^-;^^;^;;^^^^^ 
be  inspired  with  a  real  interest  in  a  subject  which  is  in  many  quarters  thought  to  be  absolutely 
^nirresting.     I^his  object  has  been  achieved,  the  Student  wUlhave^^^^^^^^^^ 
towards  a  mastery  of  the  science  of  Accountmg  ;  and  U.sperhap^^^^^^^^^^ 

only  hope  that  these  will  be  kindly  pointed  out  to  me  by  my  readers,  and  I   prom.se 
suggestions  shall  receive  my  best  attention  in  any  subsequent  edition. 

Chapters  XXII.  and  XXIII.  are  founded. 

The  Appendix  on  the  Law  relating  to  Accounts,  by  Mr.  J.  E.  G.  ^^J^^^-^^^^^f'-J^^ 
LL  B    wilU  trust,  be  found  as  interesting  and  as  instructive  to  my  readers  as  it  has  already 
prti'tl  myself,  a;d  will,  I  venture  to  hope,  materially  help  to  make  ^^l.^'^^l^'^'l^tr 
aWe  to  Lawyers  as  well  as  to  Students  of  Accounts.     The  second  Appendix  has  been  added  lor 
th^convenrnce  of  those  who  may  wish  to  use  the  work  as  a  text-book.    The  questions  have 
or  the  mo     part,  been  extracted  from  the  papers  set  from  time  to  time  at  the  Examinations  o 
he  InsZe  of  Chartered  Accountants,  but  also  comprise  some  that  have  been  -t  by  t^e   - 
Examining  Board  of  Chartered  Accountants  in  Scotland,  and   some  set   by  the  Author  at 
"natfons  held  by  the  Chartered  Institute  of  Secretaries,  the  University  of  Birming^m,  the 
London  School  of  Economics,  and  other  bodies.     It  is  hoped,  therefore,  that  they  will  be  found 
of  a  thoroughly  representative  character. 


LAWRENCE   R.   DICKSEE. 


CoPTHALL  House,  London,  E.C. 
September  24//^  1903. 
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ERRATA. 


Page  6.— Six  lines  from  end.  for  £1  is.  od.  read  £1  os.  od. 
„     15.— Seven    lines   from    end,   for  £57    los.    od.    read 
£47  I  OS.  od. 

„     20.— First  column  of   Trading  Account,    for   /i8,525 

OS.  od.  read  £18,225  OS.  od. 
,.     20.— Seventh  column  of  Trading  Account,  for  /3,83s 

OS.  od.  read  £3,885  OS.  Od.  '     " 


Page25.-For    Purchases    /76,5i6    2S.    od.    read  £76.Sl6 
2S.  9d. 

„  20.— For  Trade  Expenses  £023  158.  8d.  read  £923 
13s.  lid.,  and  alter  Difference  in  Exchange 
accordingly. 

„     30.— Ninth  line,  for  ;^5.255  os.  sd.  read  £3,255  OS.  5d. 

„     88.— For  this  Account  substitute  the  following  ;  — 


Dr. 


PUKCHASEK    IN    ACCOUNT   WITH    VENDOR. 


Cr. 


1903 
Dec.  29 


To  Purchase-price,  as  per  Contract 

of  Sale  . : 

m  Fire  Insurance  paid  in  advance 
to  ajth  March  1903,  86  days  at 

£i  15s.  per  ann 

•  General  District  Rate  paid  in 
advance  to  31st  December 
1902,  2  days  at  £30  los.  per  6 
months 


£    s    d 


o  17    8 


068 


£      s    d  I     1902 
Dec.  29 

5,000    o    o 


1902 
Dec.   79 


Fe 


1903 
eb.  21 


X    4    4 


|To  Balance  down 

m.  Interest  to  date  of  completion, 
54  days  at  3%  per  ann. 


£5,001    4    4 

1903 
4,982  19    5      Feb.  21 

36  17    2 


By  Ground  Rent  from  26th  to  29th 
December  1902, 4  days  at  £50 
per  ann.  (less  tax  at  1/3  in  the  £) 
»  Poor  Rate  for  the  6  months 
ending  25th  March  1903,  91 
days  at  £12  per  6  months  . . 

•  Property  Tax  for  the  Year  ending 

5th  April  1903,  268  days  at  £16 
per  ann i 

•  Balance  down 


£    s  d 

o  10  3 

5  19  8 

II  15  o 


£     s  d 


£5.019  16    7 


By  Cash 


18    4  II 
I     4.982  19    $ 

£5.001    4    4 


5,019  16    7 


£5,019  16    7 


Pa«e  8y. 

M    9^- 

i>    91- 

..  102.- 

.,  102.- 

..  102.- 

M  "3- 

M     113.- 

..  XI3.- 

..  i»3-- 

M     190- 

• 

„  229.- 

>•  251  - 

253- 


—One  line  from  end,  for  6  %  read  5  %. 
-Fifth  line,  /or  6  %  read  5  %. 

-/•or    General     Expenses    £5,2ijo     read    General 
Expenses  £5,305. 

-Tenth  line,  fur  /331  os.  od.  read  £331  8s.  od. 

-Twenty-ninth  line, /or  91  days  read  121  days. 

-Twenty-ninth  line,  /or  £4  2s.  8d.  read  £3  6«.  4d. 

-Third  line,  for  /416  5s.  2d.  read  £623  2S.  3d. 

-In  '•  D  Account."  /or  Interest   ;^87  15s.   7d.  read 
Interest  £88  4s.  3d.  *  '     ->       / 

-In    '•  E    Account,"   /or    Interest     /124  14s.  3d. 
read  Interest  £125  8s.  6d.        ^     ^    •*     ^ 

-Two    lines    from     end,    /or    £23    15s.   4d.    read 
£229  95.  6d. 

-Twelve  lines  from  end. /or /i 89.855  rMrf£i89,885. 
-Seventeenth  line. /or /196  read  £188. 

-Twenty-four  lines  from  end,  /or  /931  is.  od.  read 
£931  IS.  4d. 

,Six  lines  from  end.  for  ;ri,338,3i4  i8s.  od.  read 
^1*338.314    18s.   2d. 


Page 254 

»» 

259 

1, 

259- 

•» 

262. 

It 

270. 

>, 

274. 

•1 

274. 

>i 

294.- 

•* 

299- 

II 

305.- 

•> 

313- 

•I 

362.- 

>i 

368.- 

-For  Cash    on    Deposit    ;^20o,ooo  read    Cash  on 
Deposit  £20,000. 

—Twelfth  line,    for   £5,6oij  i6s.    3d.  read  £3,600 
i6s.  3d.  ^ 

—Thirteenth     line,    /or    £ii,iiii     12s.     6d.     read 
£3>8i3  I2S.  6d. 

-Third   line,  /or  £i3.8<)0  13s.  5d.  read  £13,980 
13s.  5d.  ''^  " 

—The    Balance    of    Profit    and   Loss  Account    is 
£3,240  15s.  9d. 

-Twelfth     line,    /or    Rs.89.355      13a.    op.     read 
K8.89.355  oa.  op. 

-Second     Extension     of    Calcutta   Liabiliries   is 
Rs.907,958  4a.  lip. 

-Tenth  line,  /or  ^730,770  5s.  7d.  read  £730,775 

OS*     y  11  • 

-Net  Sales  are  £407, 14 1   15s.  9d. 

-For  Sales  ;^90,ooo  read  Sales  £900,000. 

-Fourth  line  from  end. /or  /169.000  r^at/  £169,600. 

-Cash  received  from  G.  £200  omitted. 

-Question  59.     Total    payments,   for  /lo.ooo  read 
£100,000. 
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TFIE  object  of  the  present  work  Is  to  combine, 
within   the   limits  of  a   volume   of  reasonable 
size,  such  inl'urniatlon  with  regard  to  the  theor)-  and 
practice   of   accounting   as   will  enable,   or   at  least 
assist,    the   rtatlcr   lu   attain   the    siandard    livid    b\ 
su<h    evaniinaiioiis    as    those    of    the     Insliiule    ol 
Chartered    Accountants    (Final),    the    Society   of 
Accountants  and  Auditors  (Final),  the  University  of 
Birmingham  (bachelor  of  Comment),   Fniversily  of 
London  (^Bachelor  of  Science  [Economics]),  and  the 
like.       That     the     requisite     information     may    be 
obtained    from     books     already     published     is    not 
denied,   but  to  obtain   it   from  su<'h   sources  would 
involve    c«)nsulting    a    relatively    large    number    of 
different  works,  from  each  of  which  the  desire<l  p(5r- 
tion  would  have  to  be  selecte<l,  while  many  existing 
publications,   which   are   in  other  respects  excellent, 
are    defective    by   reason   of    not   being   sufficiently 
up  to-dale  to  meet  present  requirements.    From  what 
ha»  been  said,   however,   it   will   be  seen    that  the 
present  volume  lays  no  claim  to  ab.s(»lute  originality, 
but   it   is   h<»pe«l  that — if  only   on   the   grounds  of 
economy,  of  both  time  and  money — it  will  be  found 
to  meet  the   requirements  of   those  who  <lesire  to 
obtain   (without   unne<-essary   exi)enditure  of  either 
commodity)   a    thorough    knowledge  of  the    higher 
branches  of  accounting.     It  is  hardly  to  be  exjyei'ted 
that  this  result  can  be  achieved  in  its  entirety,  save 
by  those  whose  practical  experience  with  the  subject 
has  been  fairly  consi<lerable;  but  the  effort  has  been 
made  in  the  present  w(jrk  to  study  the  requirements 
not  merely  of  the  practical  man  who  desires  further 
guidance  and  assistance  in  the  formulation  of  his 
ideas  up<»n  a  thoroughly  sound  theoretical  basis,  but 


also  the  student  in  accounts  who,  while  bereft  of  the 
advantages  that  can  be  derive<l  only  from  actual 
practice,  yet  finds  it  necessary  to  acquire  a  s<jund 
mastery  of  the  subject  as  a  whole. 

In  a  woric  of  this  dt^scriplion,  it  is  manifestly  un- 
necessary to— at  the  waste  of  valuable  space — weary 
the  reader  with  detailed  explanations  upon  quite 
elementary  matters.  A  reasonable  amount  of  know- 
ledge on  his  part  (such  as  might  rea<lily  be  obtained 
by  a  perusal  of  Tarts  1.  and  II.  of  the  author's 
"  IJ«K)kkeeping  for  A«"countant  Students")  has 
therefore  been  assumed  ;  but  beiause  it  has  been 
found  that  many  who  have  arrived  at  this  standard 
are  yet  somewhat  fleficient  on  many  elementary 
principles  of  fundamental  importance,  some  space 
has  been  devoted  to  the  consideration  of  certain 
matters  that  might  be  regarded  as  not  properly 
belonging  to  the  .study  of  advanced  bookkeeping. 
I'hese  elementary  questions  are,  however,  passed 
over  as  (juickly  as  possible,  and  are  merely  intro- 
duced for  the  sake  of  avoiding  any  risk  of 
misconception  as  to  the  manner  in  which  the  more 
advanced  ]>roblems  are  handled.  It  is  hoped, 
therefore,  that  while  the  present  work  will  be  found 
sufficiently  exhaustive,  it  will  at  the  same  time  not 
impose  too  great  a  strain  upon  the  patience  of  the 
advanced  student. 

It  is  perhaps  desirable  to  add  a  wonl  as  to  the 
manner  in  which  the  subject  has  been  handled.  The 

1  chapters  dealing  chiefly  with  questions  of  principle 
follow  the  normal   lines,   although  numerous  para- 

I  graph  headings  have  been  introduced  to  facilitate 
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subsequent  reference.  Those  chapters,  however, 
which  explain  actual  operations  in  practical  b(M)k- 
keeping  are  in  each  case  illustrated  by  pro  forma 
problems  introducing  the  various  points  to  be 
elucidated.  By  this  means  it  is  hoped  that  an 
additional  practical  vahie  may  be  given  to  the  work. 
In  conclusion,  it  may  1h*  adde<l  that  while  a  com- 
plete knowledge  of  every  pf)int  mentioneil  is  not 
essential  to  the  thorough  understaniling  of  each 
particular  section  (.f  the  subje<t,  yet  to  a  ver>'  large 
extent  it  is  impossible  for  the  higher  problems  of 
bookkeeping  to  be  thoroughly  grasped  by  those  who 


have  not  studied  the  less  difficult  applications  of  the 
.•«:ience.  It  follows  therefore  that  the  fullest  benefits 
can  only  be  derived  from  each  individual  chapter 
after  a  careful  study  of  all  those  that  precede  it.  At 
the  same  time,  it  should  be  stated  that  the  various 
chapters  have  been  framed  with  a  view  to  facilitating 
ready  reference  with  regard  to  any  particular  p.int 
on  which  information  may  be  sought,  and  it  is  there- 
fore hi.pe.l  that  the  work  may  be  found  of  value  to 
the  practical  man  of  business  as  well  as  to  the 
student  who  has  .sufficient  leisure  to  study  the 
subject  exhaustively. 


CHAPTER     II. 


CAPITAL    AND    REVENUE. 


THE    proper    distinction    between    Capital    and 
Revenue  items  is  one  of  the  most  important 
matters     in     connection     with    accurate     account- 
.  ing,    and    as    time    goes    on,    and    the    tendency 
IS    for   business   operations   to    become  continually 
more     complex,     the     importance     of     this     dis- 
tinction   becomes    increased    rtither  than    reduced. 
The     reader    who    has    been     in     the     habit    of 
preparing    Balance    Sheets    and    Profit    and    Loss 
Accr.unts  from  a  Trial  Balan.^e  will  probably  hardly 
need  to  be  remindeil  that  this  < operation  consists  in 
the  sorting  out  of  the  various  Ledger  Balances  under 
the  two  headings  of  "  Capital  "  and  "  Revenue,"  the 
Capital  items  being  collecteil  together  in  the'foiro 
of  a  Balance  Sheet,  while  the  Revenue  items  are 
collerte,l    into    another    account,    which    may    be 
variously   named   "  Trading  Account,"  « Profit   and 
Loss  Account,"  «  Revenue  Account,"  &c.,  and  which 
may  (for  purposes  of  con^'enience)  be  described  by 
the  generic   term  "  Revenue  Account."     Simple  as 
this  operation  may  seem  from  the  point  of  view  of 
the  practicaJ  bookkeeper,  it  is  hardly  overstating  the 
rase  to  say  that  most  of  the  errors  of  principle  that 
are  perpetratetl  in  practice  arise  from  the  lack  r,f 
ability,  or  a  lack  of  desire,  to  .^rictly  discriminate 
between  Capital  and  Revenue  items;  hence  the  va^st 
importance  of  a  clear  unden^tanding  upr,n  this  point 
Ih.s    understanding    may,   it    is   thought,    be    best 
acqu.red  by  dealing  with  the  subject  upon  systematic 
lines. 


EXAMPLE  OF  A  SINGLE  SHIP. 

One  of  the  most  ancient  (and  therefore  one  of  the 
simplest)  monies  of  transacting  business   is  thmugh 


the  agency  of  a  ship.     Our  first  example  may  there- 
fore   be    appropriately    sought    in    this    direction. 
Shortly  stated,  the  position  of  affairs  here  is  that  the 
proprietors  agree  to  find  among  them  a  certain  sum 
of  money,  which  is  thought  sufficient  for  the  pur- 
poses of  their  undertaking.     The  amount  of  money 
so  found  by  them  is  described  as  the  Capital  of  the 
venture,  an.l  fn>m  the  point  of  view  of  the  under- 
taking (that  is  to  say,  in  the  books  of  the  ship)  it  is 
regarded  as  a  re<>eipt  upon  Capital  Account.     The 
bulk  of  the  money  so   raised   would  be   spent   in 
t.quiring  the  desired    vessel,    and   the   amount   so 
expended  comes    under  the    heading    of   "Capital 
Expenditure."     There    will,    however,    be    further 
Capital  Expenditure  necessary  before  the  ship  can 
start  upon  its  first  voyage,   in  thoroughly  fitting  it 
"ut  after  it  leaves  the  builders'  hands,  and  in  placing 
on  board  the  necessary  stores,  &c.,  to  enable  it  to 
take  the  sea.    At  the  moment  that  the  ship  has  been 
fully  equipped  it  may  be  said  that  Capital  Expendi- 
ture ceases,  and   any   surplus  of  Capital   Receipts  ^ 
over  Capital  Expenditure  up  to  that  date  may  be 
regaxdetl  as  the  «  Working  Capital  "-that  is  to  say, 
the  excess  of  the  moneys  adventured  by  the  pro-' 
prietors  over  and   above   those  necessary   for  the 
equipping  of  their   undertaking,    which   is  deemed 
neces.sary  to  enable  it  to  engage  in  its  business  opera- 
t.ons  without  being  unduly  handicapped  by  want  of 
<-apital.     At  this  stage  the  actual  trading  operations 
commence,    which    will    involve    the    receipt    (on 
"  Revenue  Account ")  of  various   sums  earned  for 
freight,   passage  money,   &c.,   and  the  expenditure 
mcurred   in  the  process  of  earning  these  moneys, 
^■g-.    Wages,    Consumption    of   Stores,   Coal,    Port 


B  a 


ADVANCED  ACCOUNTING. 


CAPITAL  AND  REVENUE. 


Dues,  and  the  like.    When  the  voyage  has  been  com- 
pleted, and   all   outstanding   accounts   culltvicd,  or 
paid,  as  the  case  may  be,  the  result  (after  replacing 
stores  consumed,   and  the  like,  and   l)ringing  them 
up  to  the  same  level  as  before)  will  be  that  the  avail- 
able cash  balance  is  either  more  (*r  less   than   the 
original  working  capital.     Any  excess  of  the  cash 
balance  over  the  working  capital  will  represent  jirolit 
earned,  and  any  deficiency  there  may  be  will  repre- 
sent l<iss  incurred  iluring  the  voyage.     The  problem 
is,  from  most  points  of  view,  quite  simple,  in  that  at 
the  completion  of  each  v(>yage  it  is  possible  to  strike 
a  balance  of  accounts,  leaving  practi«Mlly  no  balances 
outstanding    as    representing    uncompleted    transac- 
tions.    There  is,  however,  a  point  that  must  be  care- 
fully borne  in  mind — namely,  that  this  method  of 
arriving  at  the  profit  depends  for  its  accuracy  upon 
the  assumption  that  such  payments  have  luen  made 
and  charged  up  against  Revenue  as  will  make  good 
any  w\astage    that    may    have    taken    place    in    the 
original  equipment  of  the  undertaking.  This  wastage 
may  be  roughly  dlvide.l  under  two  headings — con- 
sumption  of  specific   stores   which  may  be  readily 
replaced  by  the  purchase  of  others,  and  the  indire<'t 
operations  of  wear  and  tear  and  lapse  of  time,  which 
detract  from  the  value  of  the  assets  represented  by 
Capital  Expenditure,    Init    which    cannot    be  con 
veniently  made  good  by  the  immediate  expenditure 
of    a    corresponding    sura.      This    latter    class    of 
indirect  wastage  is  known  as  "Depreciation."   The 
tnie  profits  of  an  undertaking  cannf)t  be  ascertained 
without   first  of  all   charging   against   Revenue  the 
amount  of  loss  sustained  under  the  heading  Depre- 
ciation,   but     in     this     particular     instance     it     is 
usual     to     ignore     Depreciation,     because      it     is 
thought     undesirable     to     allow     large     sums     of 
money    (such    as    will    be    necessarj-    to    rehabili- 
tate   the    Capital     assets)     to    remain     indefinitely 
in  the  hands  of  the  .ship's  manager ;   but  when  this 
course  is  pursued,  it  is  important  to  bear  in  mind 
that  the  Revenue  Account,  omitting  as  it  does  to 
provide  for  Depreciation,  docs  not  shmv  the  true  profit 
earned;  while,  on  the  other  hand,  the  Capital  asset.s, 


being  retained  in  the  books  at  a  figure  exceeding 
their  actual  value,  are  rrr/'-stated  to  a  corresponding 
extent. 

ADDITIONAL   CAPITAL   EXPENDITURE. 

The  same  principles  apply  to  all  other  classes  of 
undertakings,  but  it  is  rarely  that  they  arise  in  quite 
so  simj)le  a  form,  because  with  m«^st  c<»ncems  the 
expen«liture  on  Capital  Account,  instead  of  ceasing 
before    the  Revenue    Account    is    opened,    is    con- 
I'iuially  being  added  to  for  the  sake  of  extending  or 
improving     the    original     undertaking.       Examples 
coming    under    this    heading    are   afforded    by    gas 
works,  water  w«)rks,  railways,  and  the  like.    In  these 
cases    Capital    Expenditure    and    expemliture    upjn 
Revenue  Account  have,  of  necessity,  to  some  extent 
to  be  incurred  simultaneously  ;  but  there  is  as  a  rule 
no  difficulty  in  keeping  the  Capital  Expenditure  dis- 
tinct from  the  outset,  and  in  any  case  the  principles 
already  enunciated  will  apply.     Only  that  expendi- 
ture which  is  incurred  with  a  view  to  completing  or 
peifecting  the  equipment  of  the  undertaking,   and 
thus  increasing  its  capacity  to  earn  revenue,  may  be 
properly  charged  as  Capital  Expenditure  :    all  other 
expenditure  must  be  debited  to  Revenue. 

And  as  w'th  these  undertakings  Capital  Expendi- 
ture will  be  ciMitinually  taking  place,  so,  on  the  other 
hand,  will  capital  assets  be  continually  wearing  out, 
and  having  to  be  replac-ed  in  onler  to  keep  the 
undertaking  as  a  whole  in  a  proper  state  of  working 
efficiency.  The  cost  of  these  replacements  must  in 
all  cases  be  charged  against  Revenue,  and  (so  far 
as  it  goes)  it  will  take  the  place  of  provision  for 
Depreciation.  If  the  various  assets  wear  out,  and 
have  to  be  replaced  ver\'  quickly,  the  expen«liture 
upon  renewals  will  very  closely  approximate  to  the 
actual  wastage  caused  by  Depreciation  ;  in  practice, 
however,  there  \\\\\  always  be  some  margin,  because 
a  certain  amount  of  wastage  must  necessarily  take 
place  before  expenditure  can  be  usefully  incurretl 
upon  renewals  and  repairs.  Even  in  these  cases, 
therefore,  some  allowance  for  Depreciation,  is  neces- 
sary in   addition   to  the  actual   expenditure,  if  the 


Revenue  Account  is  to  show  the  true  profit  of  the 
undertaking. 

CAPITAL   ASSETS. 

l-'rom  what  has  been  stated,  it  will  be  seen  that 
all  expenditure  that  may  projierly  be  regarded  as 
Capital  Expenditure  must  be  represented  by  more 
or  less  tangible  assets,  whereas  nothing  remains  to 
represent  exixinditure  that  has  been  incurred  upm 
Revenue  Account.  The  expenditure  under  both 
headings  is,  in  bookkeeping,  represented  by  a  debit 
balance  in  the  Ledger,  and  the  ultimate  test  of  the 
reality  of  Capital  Exixinditure  is  a.s  to  whether 
there  exists  a!i  asset  which  may  be  said  to  still 
represent  the  expenditure  incurred. 

When,  however,  a  shrinkage  in  the  value  of  assets 

has  (Kvurred,  <iwing  to  causes  outside  the  ordinary 

(•perations  of  carrying  on  the  business,  it  W(iuld  not 

be    proper    to    debit    su<h    wastage    to    Revenue 

Account,  for  if  such  a  wastage  or  l(.ss  as  this  were  to 

be  debited  to  Revenue  Ac<-ount  the  actual  result  of 

the    trailing    o[>erations     would     be    obscured.      If 

thought  desirable,   such  losses  of  Cai)ital   may   be 

made    goml    by    .si>ecirM-ally    allo«ating    pn)fits    on 

Revenue  Account  for   that  i)uriK)se,  but   under  no 

circumstances  does  the  law  require  this  to  be  done 

before  profits  are  divided  among  the  pmprietors  of 

the  undertaking,  and  in  any  event  it  is  desirable  that 

the    accounts    should    clearly   distinguish    between 

proper  expenditure  on  Reveime  Account,  and  such 

incidental  losses  on  Capital  Account  as  may  have 

occurre<l.     It  thus  follows  that  Capital  assets  may 

decrease  in  value  without  Revenue  being  affected 

m  consequence.    So  long,  however,  as  these  assets 

are  not  realised,  su<h  shrinkage  can  at  best  be  only 

an  estimated  item,  and  it  is  therefore  usual  to  ignore 

it  in  the  accounts.     Hence,  in  accounts,  there  is  not 

necessarily  any  very  intimate  connection  between  the 

actual  intrinsic  value  of  Capital  assets  at  any  given 

moment  and  the  value  at  which  they  appear  in  the 

books  of  account.    The  proper  basis  for  our  present 

purpose  may  be  taken  to  be  the  cost  price,  subject 

only  to  deduction  for  such  Depreciation  as  may  be 


properly  charged  against  Revenue.  Per  contra  esti- 
mated increases  in  the  \  alue  of  Capital  assets  should 
be  likewise  disregarded. 

FIXED  &   FLOATING   ASSETS. 

The  justification  for  thus  ignoring  fluctuations  in 
the  value  of  Capital  assets  is  that  these  assets  have 
been  acquired,  and  are  being  permanently  retained, 
not  with  a  view  to  their  being  eventually  realised  at 
a  profit  in  the  onlinary  course  of  business,  but  with 
a  view  to  (heir  being  used  for  the  purpose  of  enabling 
trading    pn.fits    to    be    made   in    other   ways.      For 
example  there  is  no  fixed  connection  between   the 
realisable  value  of  a  ship  and  its  earning  capacity; 
and  in  the  case  of  a  factor)-,  its  value  to  the  un<ler- 
taking   <ltpends    merely    upon    the    accomnuxlation 
that   it  offers,    and    is   entirely    irrespective   of   any 
s[)eculative  rise  or  fall  that  may  have  taken  place 
in  the  value  of  land  or  building  materials.   Similarly, 
the  value  of  machinery  to  a  business  depends  \\\)ov\ 
Iheamxuint  of  work  that  can  be  turned  out,  and  not 
upon  the  market  i>riee  of  iron  or  steel  at  that  par- 
ticular  time.      For    practical    puriHjses,    therefore, 
these  fluctuations  may  fairly  be  said  to  be  of  no 
account,  and  in  any  e\ent  it  is  quite  an  ojien  ques- 
tion  whether,    pending  a   realisation   (which  is    not 
eontemplaled),    any    moie   reliable    basis    of    value 
<ould  be  adopted  than  the  actual  cost  in  the  first 
instance. 

In  the  case,  however,  of  assets  which  it  is  not 
intended  to  retain  and  utilise  in  the  business  (as, 
for  example,  Slock,  Book  Debts,  or  temporary  invest- 
ments), a  whcjily  different  question  arises.  Here, 
if  the  accounts  are  to  be  upon  a  sound  basis,  it  is 
imjiortant  not  to  lose  sight  of  the  fact  that  the  whole 
object  of  the  business  is  to  convert  these  items  into 
cash  at  the  earliest  possible  moment,  or  at  any 
numient  that  may  be  thought  conxcnicnt.  In  every 
case  therefore  the  intrinsic  \alue  at  the  moment  is 
clearly  a  potent  factor,  and  any  shrinkage  that  may 
have  taken  place  must  consequently  be  regarded  as 
a  realisetl  loss,  if  the  accounts  are  to  be  kept  upon 
a  sound  basis,  and  as  such  it  must  be  deducted  from 


ADVANCED    ACCOUNTINQ. 
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the  value  of  the  asset  and  debited  to  Revenue.  Per 
contra  appreciations  in  the  value  of  these  floating 
assets  might  with  equal  propriety  be  credited  U» 
Revenue;  but  as,  pending  actual  realisation,  there 
must  always  be  a  doubt  as  to  whether  any  such 
appreciation  has  actually  (K-rurred,  il  is  (»nlypnidrtu 
to  postpone  taking  rredit  lor  the  a.ssuini'd  pn^lil  until 
such  time  as  it  has  been  actually  earned.  A 
further  argument  in  support  of  this  nielhod  of  treat- 
ment is  afforded  by  the  consideration  that  the  proper 
time  to  take  credit  for  a  pnjfit  on  the  realisation  of 
floating  assets  would  certainly  appear  to  be  the  time 
when  such  realisation  is  eff'ected.  These  points 
will,  however,  be  found  further  discussed  later  i»n. 

APPRECIATION  OF  FLOATING  ASSETS. 

It  has  already  been  stated  that  under  no  circum- 
stances should  appreciation  in  the  value  of  fixed 
assets  be  credited  to  Revenue,  while  appreciation 
in  the  value  of  floating  assets  should  under  normal 
circumstances  not  be  taken  credit  for  until  actual 
realisation.  With  regard  to  the  latter,  however,  a 
few  exceptions  arise.  Certain  assets  by  their  nature 
regularly  and  consistently  increase  in  value  in  ' 
exactly  the  same  way  (and   for  the  same   reasons) 


that   most  assets    decrease     in    value   with    equal 
regularity.     Two  examples  under  this  heading  will, 
it  is  thought,  be  sufficient,     (i)  Reversions^  that  is 
to  .say,  an  asset  which  represents  the  holder's  title 
to  receive  a  sum  of  nn)ney  at  s«»me  fixe<l  or  deter- 
minable future  dale.    As  the  future  dale  aj^proaches, 
the  present  \aluc  of  the  reversi<in  nalnrally  increases, 
and,   in  the  case  of  an   un<lertaking  whose  regular 
business  it  is  to  purchase  such  assets.  Revenue  may 
properly   be   cretlited   with  the   actual  appreciation 
from  time  to  time,  provided  a  reasonable  margin  be 
reserve*!  for  contingencies.     Life  insurance  policies 
may  for  this  puq)o.se  be  Ireaicd  as  reversions.     (2) 
When    the   asset   represents   freehold    or    lea.seh«»ld 
properly,  to  the  possession  of  whi<h  the  owner  will 
be   entitled   at  the  expiration  of  a    tenancy   under 
which  he  receives  a  rent  less  than  the  tnie  annual 
value  of  the  property.    Here  the  annual  appreciation 
in  value   is   im-ome   as    nuuh   as    the   rent    thai    is 
actually   received ;    but   luiless  a    l.irge   number   cjf 
similar  pro2)erties  are  held,   it   is  generally  thought 
c(»nvenient  to  pistjione  taking  credit  for  the  amount 
of  such  increa-se  until  the  expiration  »»f  the  existing 
tenan<'y,    when    the  capital    value    of    the  pn»perty 
might  fairly  l>e  written  up  and  Revenue  be  credited 
with  the  excess. 


PROBLEM. — A  capitaHst  purchases  the  freehold  of  a  house  of  the  annual  value  of  ;^150,  subject  to  a  lease 

at  £^0  per  annum,  having  unexpired  term  of  five  years.  How  nmch  should  he  pay  for  the 
freehold  in  order  to  give  him  a  return  of  5  per  cent,  on  his  money,  and  what  is  the 
value  of  the  property  at  the  end  of  each  successive  year  during  the  term  of  the  lease  ? 

What  is  actually  purchased  in  this  case  is  an  immediate  annuity  of  ^^50  per  annum  (which  at  5  per  cent,  is  worth/i, 000).  and  a 
reversion  to  a  further  annuity  of  ;f  1 00  per  annum,  commencing  5  years  hence.  The  value  of  this  reversion  at  5  per  cent,  is 
£1,567  052  ;  the  total  amount  to  be  paid  for  the  freehold  would  therefore  be  /a.sbyosa,  say,  £2,567  is. 

The  present  value  of  a  reversion  of  a  perpetuity  of  £1  is.,  under  the  5  per  cent.  Tables,  is  as  follows:— 


5  Years  Deferred 
4       II  II 

3       II  II 


£1567052 
16-45405 
1727675 
i8' 14059 
1904762 


CAPITAL    AND   REVENUE. 


At  the  end  of  the  first  year,  therefore,  the  property  may  be  written  up  to  the  value  of  a  reversion  deferred  four  years,  at  the  end 
of  the  second  year  to  the  value  of  a  reversion  deferred  three  years,  and  so  on.  This  gives  the  value  of  the  freehold  property  as 
follows : — 


.At  Date  of  Purchase 
At  Knd  of  First  Year 
,,  Second  Year 

,,  Third  Year 

Fourth  Year 
Fifth  Year 


£2.567052 
2.645405 

=.727"675 
2,814059 
2.904  762 
3.000000 


NOTE. —The  above  euliiilntitin  does  not,  of  course,  lake  into  account  uhatever  provision  maybe  necessary  for 
depreciation  OK'infi  to  the  deterioration  of  the  fabric  of  the  buildings.  This,  however,  is  a  separate  question,  and  can 
only  be  determined  after  careful  enquiry  into  the  condition  of  the  structure  and  the  class  of  materials  and  workmanship 
employed  in  its  erection. 


SUMMARY. 

To  sum  up  the  contents  «»f  ihis  chapter,  il  may  be 
stated    that    "  Capital  Receipts "   are   sums   con- 
tributed  to    an   undertaking,    and    intended    to    be 
permanently  left  in  that  undertaking  f«»r  the  sake  of 
enabling    it    to    carry  on    its    business.      "  Capital 
K\IH.Midilure  "  is  that  expenditure  do/id  fide  incurred 
for  the  sake  of  acquiring,  extending,  or  completing 
the  equipment  of  the  undertaking,  with  a  view  to 
jilacing    it    uixjn    a    revenue-earning    basis,    or    to 
improving  its  revenue-earning  capacity.     "Working 
Capital  "  is  the  excess  of  "  Capital  Receipts  "  over 
"  Capital   Expenditure."     "  Capital  Expenditure  "  is 
represented     by     assets— "  fixed "     or    "floating." 
"  Fixed  Assets  "  are  those  which  form  a  part  of  the 
jjermanent  equipment  of  the  undertaking,  which,  as 
such,  are  not  intended  for  realisation.     "  Floating 
Assets"    are    those   assets    which    in    the    ordinary 
course  of  business   are  continually   changing,    and 
which  are  intende<l  either  for  consumption  in  the 
ordinary  process  of  manufacture  or  trading  opera- 
tions,   or   for  sale,    and    such    intermediate    forms 
(Book  Debts,   Bills  Receivable,   &c.)  as  they  may 
take  in  the  process  of  conversion  into  cash.     Cash 


and    all   forms    of    temporary    investment    are   also 
included  under  this  heading.    "  Revenue  Receipts  " 
are  those  which  properly  arise  out  of  the  business 
oi>erations     of     the      undertaking — i.e.,     earnings. 
Unless  the  bu.siness  is  uixjn  a  cash  basis  there  will, 
however,  always  be  some  discrepancy  between  the 
actual  earnings  and  the  receipts  in  respect  thereof, 
and  the  proper  item  to  cre<lit  to  Revenue  Account 
will  be  the  true  earnings  for  the  period,  rather  than 
the  actual  receipts  in  cash.     Revenue  Expenditure 
consists  of  all  those  expenses  incurred  in  connection 
with  the  earning  of  Revenue,   including  Deprecia- 
tion   of   Fixed    and    Floating   Assets.      There   will, 
however,  always  be  a  difference  between   Revenue 
Expenditure  and  payments  on  Revenue  Account,  for 
(disregarding  the  fact  that  such  payments  may  be 
made  in  advance,  or  may  be  in  arrear)  there  will 
often  be  no  cash  payments  ttj  represent  pro\  ision  for 
Depreciation,  unless  the  whole  of  the  provision  that 
is  necessary  under  this  heading  has  been  made  by 
actual    renewals  or   repairs    during    the  period    in 
question.     If,  however,  a  "  Sinking  Fund  "  is  created 
to  provide  for  the  renewal  of  wasting  assets,   pro- 
vision for  Depreciation  will  be  a  cash  payment. 
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ADVANCED     ACCOUNTING. 


PROBLEM.— 


Classify  the  debit  and  credit  balances  of  the  following  undertakings  under  their  proi>er  headings 
of  Capital  and  Revenue : — 

(a)  A  Ship, 

(b)  A  Gas  Company, 
(( )  A  Railway  Company, 
((/)  A  Collier\', 
(<)  An  Ordinary  Conunercial  Undertakini,'. 


(a)     A  Ship. 


DEBIT    BALANCES. 


Capital  Expeiiditiiri.  on  Fixed  Assets 


Ca|)ital  Kxptnditiiri'  on  Floiuini;  Asm  is  iditicitiicics  in 
whicii  must  be  madt'  Kood  out  uf  KcvctiUf:) 


Cost  of  Ship 

Cost  of  Structural  Improvements 


Revenue  Kx|>«iKliiure 


Coals 

Stores 

Provisions,  &c. 

Sundry  Debtors 

Investments 

Cash 


Wages 
Port  Dues 
Insurance 

Refkairs  and  Renewals 
Coals,    Stores,   and    Provisions    con- 
sumed (Depreciation) 
Interest 
Dividends  to  Proprietors 


CRKDIT    BALANCKS. 


Rectipts  on  Capital  Account  — 
Fixtd  Liahilities 


Kect  iptson  Capital  Account     Floatinji  Liabilities 


Moneys    received     from      Proprietors  !     Outstanding    Liabilities    for    Stores    &c      pur- 
(mcluding  Premiums)  chased,  and  I-  xpenses  incurred 

Moneys     received     from     Holders    of  ,  Undivided  I'roliis 

Debenture    Stock,    Mortgages    and  j  Unallocated  provision  for  Assets 
Bonds. 


Receipts  III  F\.m  one  Account 


Frti^flits  earned 
Passjvge  money  earned 
Other  Income 


{b)     A  Gas  Comiaw. 


DEBIT    BALANCES. 


Capital  ExiH-iuliturc  on  Fixed  Assets 


Lands  secured 

Buildings,  Plant,  Machinery,  Ac. 
Mains,  Meters,  and  Service  Pipes 
Cost  of  promoting  Special  Acts 


Capital  Kxienditiin   on  Floating  Asvuts  (d.  ficifiicit  s  in 
whicli  luu'si  be  made  good  out  of  KcNenue) 


Coals 

Coke,  Tar,  and  other  Residual  Products 

Sundry  Stores 

Debtors  for  Gas  and  Ktbiduals  supplied,  &c. 

Investments 

Cash 


Keveiiiie  Expenditure 


Coals   and   other    Materials    used    in 

manufacture 
Wages  incurred   in  manufacture  and 

distribution  of  Cias.  and  lighting 
Repairs  and  Maintenance  of  Works, 

Plant,  Mains  and  Meters 
General  FLstablisbment  Charges 
Law  Costs 

Parliamentary  Charges  (Oppositions) 
Depreciation  o(  Leaseholds 
Interest 
Bad  Debts 
Dividends  to  Proprietors 


CAPITAL    AND    REVENUE. 


CREDIT     BALANCFIS. 


Receipts  on  Capital  Account- 
Fixed  Liabilities 


Moneys  received  from  Proprietors  (in- 
cluding Premiums) 

Moneys  received  from  holders  of  I  )e- 
benture  Stock,  Mortgages,  and 
Itonds 


Receipts  on  Capital  Account— Floating  Liabilities 


Debts  due  for  .Materials  supplied  and  Expenses 

incurred 
Undivided  Profits 
Unallocated  Provision  for  Ixisses 


(0     A  Railuav  Co.mianv. 


DEBIT     BALANCES. 


Capital  lOx^ieiiditure  on  Fixed  Assets 


Expenditure    on    Lines    open    for 

Traftic 
Expenditure    on    Lines  in  course  of 

Construction 
Expenditure  on  Rolling  Stock 
Subscriptions  to  other  Railways 
Expenditure  on    Docks,  Steamboats, 


Capital  Kx|ieiidilure  c,n  ll,Mtin>;  Assets  (deticieiicies 
in  which  must  be  made  good  out  of  Kev<  niu  ) 


(teneral  Stores 

Accounts  due  from  other  Companies 

Accounts  due  from  Clearing  House 

Accounts  due  from  Post  <  )fiice 

Sundry  ( )utstanding  Accounts 

Investments 

Cash 


Receipts  on  Capital  .\ccouiil- 
Fixed  Liabilities 


CREDIT     BALANCES 


Receipts  on  Capital  Account— Floating  Liabilities 


Moneys  received  from   Proprietors 
(including  Premiums) 

Moneys  received  from  Creditors  on 
Fixed  Loans  or  issue  of  Debenture 
Stock  (including  Premium.s) 


Debts  due  to  other  Companies 
Amount  due  to  Clearing  House 
Sundry    Liabilities   for    Purchases  and    Expen- 
diture 
Temporary  Loans 
Lloyd's  Bonds 
Insurance  Funds 
Undivided  Profits 
Unallocated  Provision  for  Losses 


(if)    A  Colli Ei:v  Co.mianv. 


DEBIT     BALANCES. 


Capital  Expenditure  on  Fixed  Assets       j     ^"«*P"'»'  E'vixiidiiuu-  on  lluatin^;  .\bseis  (delirieiicies  in 

vvhich  must  be  made  good  out  ol  Revenue) 


Cost    of  acquiring    Property,    Build-  i     Stores 

ings.  Plant  and  Machinery  ,     Sundry  Debtors 

cost  of  developing  and  opening  up         Cash 

Property  Overpaid  Royalties 


Receipts  on  Revenue  Account 


Sale  of  ( las 

Rent  of  .Meters 

Sale  of  Residual  Products 

K'ents  Received 

Transfer  l-"ees 

Other  Income 


Revenue  Expenditure 


Maintenance  of    Permanent   Way. 
&c.  ' 

Locomotive  Power 
Carriage  and  Wagon  Repairs 
Traffic  Flxpenses 
General  Charges 
I  -aw  Charges 
Preliminary  l-.xpenses 
Compensation 
Rates  and  Taxes 
Government  I  )uty 
Interest  on  borrowed  Money 
Dividends  to  Proprietors 


Receipts  on  Revenue  Account 


Receipts  from  Passengers,  Parcels, 
<S;c. 

Mails 

Merchandise 

Live  .Stock 

Minerals 

Rents 

Transfer  Fees 

Dividends  on  Shares  in  other  Com- 
panies 


Revenue  Expenditure 


Stores  Consumed 

Wages  of  getting  and  handling  Coal 

Carriage 

Depreciation  of  Rolling  S;ock 

Interest  (including  that  paid    under 

Hire-purchase  Agreements) 
Dividends  to  Proprietors 
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Receipts  on  Capital  Account — 
Fixed  Liabilities 


CREDIT     BALANCES. 


Receipts  from  Shareholders,  Deben- 
ture-holders, and  Mortgagees  (in- 
cluding Premiums) 


Sundry  Creditors  for   Goods  supplied  and    Ex- 
penses incurred 
Undivided  Profits 
Unallocated  Provision  for  Losses 


Receipts  on  Revenue  Account 


Sale  of  Coals 
Rents 

Transfer  Fees 
Other  Income 


CHAPTER    111. 


THE    ORGANIZATION    OF    ACCOUNTS. 


i  f 


(e)     A  Commercial  Companv. 


Capital  Expenditure  oil  Fi^ed  Assets 


Land  and  Huildiugs 

Plant  and  Machinery 

Fixtures,  Fittings,  and  F'urniture 


DEBIT     BALANCES. 


Capital  Expenditure  on  FloatiiiK  Assets  (deficiencies  in 
which  must  be  made  good  out  of  Revenue) 


Raw  Materials 
Unfinished  Goods 
Sundry  Debtors 
Investments 
Cash 


Receipts  on  Capital  .Vccounts — 
Fixed  Liabilities 


Receipt  from  Proprietors,  Debcniure- 

holders,  and  Mortgagees 
Premiums    on    issue    of     Shares    or 

Debentures 


CREDIT     BALANCES. 


Receipts  on  Capital  Account —Floating  Liabilities 


Outstanding  Creditors 
Unallocated  Provision  for  Losses 
Undivided  Profits 


Revenue  Ex{>endtture 


Raw  Materials  Consumed 

Expenses  of  Manufacture  (including 

Wages) 
Expenses   of  distribution   fincluding 

Wages) 
Rent,  Rates,  and  Taxes 
General  Establishment  Charges 
Depreciation 
Interest  and  Discount 
Dividends  to  Proprietors 


Receipts  on  Revenue  Account 


Sales  of  Goods 
Discounts 
Transfer  l*'ees 
Miscellaneous  Receipts 


TTNDER    this    heading    may    be    inclutJed    those 
^     arrangements  which  are  designed  to,  as  far  a.s 
possible,    ensure    the    accuracy    and   regularity    (»i 
accounts  in  all  respects.    A  system  of  accounts  ma\ 
be  well  designed  to  meet  the  requirements  of  any 
particuLir  undertaking,  and  may  yet  fail  to  achie\c 
its  purpose  through  slackness  on  the  part  of  those 
on  whom  the  duty  of  supervision  devolves.     This 
failure  may  arise  from  the  work  being  allowed  to 
get     into     arrear,     or    tlin)ugh     errors     (whether 
inadvertent  or  fraudulent)   being   allowed  to   arise. 
Whatever  the  exact  cause  may  be,  the  result  will 
as  a  nile  be  the  same— a  loss  will  be  experienced, 
and  in  addition  the  reputation  of  the  business  may 
suffer.     The  subject  is  therefore  one  of  very  con- 
siderable importance  to  all  who  are  interested  in 
accounts. 

'J'he  designing  of  a  pn^per  .system  of  accounts  i.s, 
frt)m  our  point  of  view,  a  purely  theoretical  matter  : 
the  practical  axlaptation  of  that  system  to  the  record 
of  the  transactions  of  the  undertaking— and  it.s 
adaptation  upon  regular  and  .systematic  lines,  with 
a  view  to  avoiding  irregularities  and  losses  of  all 
kinds— comes  under  the  heading  of  "  Organisation," 
an  essentially  practical  matter,  which  is  now  being 
dealt  with. 

It  goes  without  saying  that,  however  much  trouble 
may  be  taken  by  those  responsible  for  the  record  of 
business  transactions,  errors  will  occasionally  arise. 
The  object  of  a  proper  system  of  organisation  is  to 
detect  these  errors  at  the  earliest  possible  moment, 
thus  reducing  to  a  minimum  the  inconvenience  or 


loss  that  they  might  occasion.  Shortly  stated,  the 
only  means  of  detecting  errors  of  any  kind  is  by 
•  areful  checking,  and  a  proper  system  of  organisa- 
tion will  always  provide  for  the  checking  of  every 
Item  of  work  in  connection  with  accounting,  and  par- 
ticularly in  connection  ynth  Invoices,  Statements  of 
Account,  Returns,  and  the  like,  which  are  issued  to 
third  parties. 


AUDITS,  PROFESSIONAL  AND   "STAFF." 

All   such   checking  as   that  just   described   may, 
fn»m  one  i>oint  of  view,  be   regarded  as  auditing. 
Save  in  the  case  of  the  smallest  undertaking.s,  a  dis- 
tinction  may  very  property   be  made  between  that 
portion  of  the  work  upon  which  it  is  desirable  to 
employ  .skilled  accountants  who  are  entirely   inde- 
pendent of  the  administrative  staff,   and  that  part 
which  (under  suitable  supervision)  may  be  equally 
well  performed  by  the  staff  itself.    Many  items  may, 
in  point  of  fart,  be  better  checked  by  the  staff  than 
by  independent  Auditors,  on  account  of  the  greater 
familiarity    of    the    former    with    the    actual    facts 
involved.     At  the  same  time,  if  the  system  of  check 
is  to  be  complete,  it  is  important  that  there  should 
be  a  clear  understanding  as  to  what  work  is  to  be 
performed  by  each,  and  this  is  best  accomplished  by 
allowing  the  outside  Auditor  to  organise  the  whole 
system  of  internal  check.  This  is  the  more  desirable, 
in  that  the  experience  of  the  Auditor  will  enable  him 
lo   organise   such   a   sy.stem  more   effectively   than 
could  be  reasonably  expected  on  the  part  of  one 
who  has  received  no  special  training  in  that  direc 
tion ;   but,  the  system  once  organised,  the  duty  of 
seeing  that  it  is  actually  carried  out,  in  precisely  the 
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same  manner  as  was  originally  designed,  may  to  a 
large  extent  be  left  to  the  chief  of  the  counting- 
house. 

Fr«»m  some  points  of  view  the  matters  dealt  with 
in  this  chapter  are  intimately  connected  with  those 
discussed  in  Chapter  XVII.,  which  deals  with 
various  classes  of  fraud,  and  the  methods  to  be 
adopted  for  their  prevention  and  dclection.  In  the 
majority  of  cast-s  where  fraud  has  o-curred,  the 
attemjit  will  have  been  made  to  conctal  it  by  means 
<»f  f;dse  t'niries,  an<l  it  should  be  the  aim  of  every 
system  ol  internal  check,  or  audil.  to  dutect  these 
falsifications  at  the  earliest  possible  moment.  So 
long,  however,  as  this  point  is  chnirly  undiTstood  the 
two  matters  may.  it  is  lliougiil,  be  most  ctinvenicntly 
dealt  with  scpirattiy. 

The  general  aim  of  every  system  of  internal  <-heck 
is  to  i)rovidL'  for  the  ilete<ii(M)  o(  all  ern»rs  in 
a;  counts,  of  whatsoever  (Uscriplion,  and  the  best 
means  ol  doing  so  is  to  make  at  Ic  i.si  two  Jx^rsons 
responsible  for  every  entry  that  (»ccurs,  and  also  for 
the  proper  record  of  excry  lransacii(Hi  that  has  taken 
puu-e.  In  order  not  to  make  undiu;  demands  nj>on 
ih"  time  of  more  important  iKr>on.>,  tin;  s\siein 
nmst  be  so  arranged  that  relatively  unimi>4>rlanl 
matters  are  checked  in  rletail  by  iIiom-  occupying  a 
comparatively  siilxjnlinate  position;  and,  in  i»rder 
that  the  work  when  so  arrangeil  may  be  pn)perly 
performed,  it  is  important  not  merely  that  st»me 
responsible  person  shouM  super\i>e  it,  and  see  that 
everv  detail  of  the  svstem  is  dulv  carried  out  by  tlie 
prescribed  persons,  but  also  that  the  duties  of  tlie 
various  persons  concerned  be  changed  about  from 
time  to  lime.  This  latter  is  especially  injportant  as 
a  safeguard  against  cf)llusion.  In  the  cas^"  of  com- 
paratively small  undertakings,  it  is  Nometimes 
diflicnll  to  arrange  matters  upon  this  Inoting.  on 
ac<'i)unt  of  the  smallness  of  the  staff,  or  of  that 
portion  of  the  staff  which  can  be  relied  uixjn  for 
purposes  of  internal  (heck.  In  such  cases,  how- 
ever, it  is  usually  practicable  for  the  principal  him- 
self to  do  something  in  the  direction  indicated;    if 
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a  proper  system  be  formulated,  this  might  readily 
be  done  without  making  undue  claims  uiKin  the 
principal's  time,  and  the  professional  au<lit  may  Ijc 
so  arranged  as  t<»  cover  the  whole  scheme  «>f  internal 
check  in  general  terms,  and  to  supply  in  detail  those 
parts  which  are  lacking  in  the  staff  audit.  The  exact 
I>oint  where  the  staff  audit  shoukl  leave  «>ff  and  the 
professional  audit  commence  caimot  be  inrlicated  in 
general  terms,  as  the  matter  is  to  a  large  extent  one 
of  expediency.  The  professional  audit  must  in  all 
cases  be  sufficiently  full  to  enable  the  Audiu»r  to 
satisfy  himself  not  merely  of  the  general  correitness 
of  the  accoimts,  but  also  of  their  ctirrectness  in 
detail  ;  but  s(j  long  as  it  is  sufficiently  full  to  ensure 
this  object,  the  balance  of  advantage  lies  in  throw- 
ing as  miM-h  resiM»nsibility  as  i>ossil)le  upon  the  staff 
audit,  because  (for  the  reasons  already  stated) 
those  who  are  actually  in  touch  with  the  transactions 
engaged  upon  are  belter  capable  of  verifying  the 
detailed  records  than  those  whose  only  knowledge 
of  the  transactions  is  such  as  may  be  gained  from 
the  records  them>elves. 

PRO   FORMA    RULES. 

I'he  b)ll<»\ving  is  a  >hort,  and  nei  t  >sarily  incom- 
[ileti',  siunmary  of  the  various  matters  that  shouh' 
ordinarilv  be  proxided  for  when  organising  a  set  ol 
acjounls  an.i  designing  a  s)slem  of  internal  check 
with  regard  thereto.  Naturally,  howe\er,  it  will 
in  many  cases  require  elaboration  at  one  i)oint  or 
another. 

(1)  All  cosh  received  to  be  paiil  into  the  bank 
daily,  a  due  record  being  kei)t  of  who  is  resixjnsible 
b)r  the  handling  of  the  same. 

(.')  No  one  having  the  handling  of  money  shouhl 
lia\e  the  cnUrol  of  any  lM)oks  of  account  other  than 
the  corresix-nding  Cash  H«>ok.  (If  practicable,  the 
cashier  shouhl  not  even  write  up  the  Cash  Bo<jk.) 

(3)  All  payments,  other  than  Petty  Cash  pay- 
ments, to  be  made  by  cheque. 


(4)  'i'he  Petty  Cash  Rook  should  be  kept  on  the 
"  Imprest  "  system,  under  the  siip.^nision  of  the 
chief  cashier. 

(5)  No  persf.n  rntniste.l  with  the  receipt  of 
moneys  shouM  W  authorised  ti>  makt-  any  pajments 
out  of  the  m«mies  so  receive<l  by  him. 

(6)  Counterfoil  (or  other)  Receipt  H.,oks  shouM 
be  used  to  acknowledge  all  m<.nies  received. 

(7)  Proper  vou'-hers  should  be  received  for  all 
payments  ma.le.  It  is  uol  desirable  that  these 
J-hould  be  upon  a  uniform  fomi  supplied  to  the 
payees. 

(8)  All  rash  balances  shouM  be  regulariy  and 
.systematically  verified  daily,  and  a  pennanent 
record  kept  <.f  the  daily  balance^.  The  balance  of 
every  Hank  .Vcount  should  he  veritie.l  at  least  once 
a  week. 


(r^)  All  trade  payments  should— before  being 
made— be  sys(emali<-ally  checked,  an«l  passed  by 
several  independent  [>ersons. 

(15)  There  should  be  a  constant  supervision  of 
t!i(^  bo<.k  Debts,  and  especially  of  those  overdue, 
m  ..rder  to  ensure  that  no  losses  are  incurred 
through  carelessness  or  dishonesty. 

(16)  In  order  to  as  far  as  possible  guard  against 
this,  every  time  the  Sold  Ledgers  are  balanced  a 
verified  list  nf  all  accounts  more  than  a  .-ertain 
numl>er  of  days  overdue  should  be  submitte.1  to  the 
chief  of  the  c,,unting-house,  and  by  him  to  one  of 
the  [principals  for  further  instructions. 


(9)  All  Ledgers  should  be  rendered  "self- 
balancing,"  and  their  balance  frequently  tested  by 
se.meone  in  authority.  The  detailed  [x.stings 
should  be  che<ked  by  .someone  independent  of  the 
Ledger-keiptr.  Trade  Ledgers  should  be  balanced 
at  least  once  a  m..nth,  and  other  Ledgers  at  least 
once  a  quarter. 

(10)  An  adequate  system  of  Stock  .Accounts  and 
Cost  Accounts  should  be  provided. 

(11)  A  projK'r  system  of  checking  all  invoices  for 
g(.ods  received  by  several  indei>endent  |>ersons 
should  be  institute.1,  and  rigorously  carried  out. 

(12)  In  the  same  way,  adequate  safeguards 
shouUl  be  taken  to  ensure  that  no  goods  leave  the 
premises  without  being  first  charge<l  up  as  Sales. 

(13)  Similar  precautions  should  be  taken  with 
regard  to  the  Returns  and  Allowances,  b(.th  inwards 
and  outwards. 
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(17)  Special  precauti.ms  should  be  taken  with 
regard  to  all  i>aym(Mits  ma<le  by  cash  (e.g..  Wages), 
with  a  viiw  I.)  ensuring  the  ac(>ura<y  with  which  the 
lists  of  amounts  due  have  been  c(>mpiled.  Several 
<lifferent  persons  sh..uld  be  made  individually 
resjxinsible  for  anii  part  of  the  work. 

CONCLUSION. 

It  is,  perhaps,  <lesirable  to  again  rei)eat  that  no 
system  of  organisation  can  be  really  effective  which 
does  not,  in  addition  to  making  two  pers<ms  resixjn- 
sible for   evenlhing,    so  systematise   matters   as   to 
make  it  impossible  for  any  member  of  the  staff  to 
make  any  entries  whatever  in  the  bcM^ks  which  are 
not,  for  the  time  being,  in  his  keeping.     If  mistakes 
and  frauds  are  to  be  avoided,   it  is  inqiortant  that 
there  should  be  no  doubt  as  to  who  is  resix.nsible 
for  the  entries  appearing  from  time  to  time  in  each 
lK)ok,  and   also   as  to   who    is   responsible  for   the 
checking  of  those  entries  and  the  seeing  that  they 
completely  record  the   transactions.      If  these   very 
useful  precautions  be  neglected  there  is  practically 
nothing  to  prevent  either  inadvertent  or  fraudulent 
mistakes  from  remaining  undetected. 


CHAPTER    IV. 


METHODS    OF    BALANCING. 


IT  is  assumed  that  the  reader  is  fully  acquainted 
with  the  general  particulars  of  double-entry 
bookkeeping,  and  the  manner  in  which  the  accuracy 
of  the  Ledger  pf>stings  may  be  tested  by  the  agree- 
ment of  the  Trial  Balance.  It  is,  however,  desirable  to 
discuss  the  various  methrnls  by  which  the  balancing 
of  a  large  set  of  lxK)ks  may  be  simplified,  and  also 
the  means  by  which  a  set  of  bw.ks  that  have  not 
been  completely  kept  by  doubU- .^nii>  miiy  be 
balanced. 
••SELF-BALANCING"    LEDGERS. 

Where  the  business  is  sufficiently  large  to  render 
the  employment  of  more  than  one  Ledger  desirable, 
it  is  very  convenient  to  be  po.ssessed  of  some  means 
of  balani-ing  each  Ledger  independently  of  the  rest. 
This   is    desirable    for    two    reasons:    (i)    Trade 
Ledgers  should  be  balanced  at  frequent  intervals, 
so  that  any  mistakes  that  have  occurred  may  be 
speedily  rectified,  while  it  is  convenient   that  the 
whole  set  of  Ledgers  should  be  balanced  so  often. 
(2)  In  the  event  of  the  Trial  Balances  of  the  books 
as  a  whole  not  agreeing,  it  is  a  great  saving  of  time 
to  be  able  to  localise  the  error   in   one   particnilar 
Ledger,  and  so  confme  further  investlgntirm  to  that 
point. 

The  general  principle  of  "Self-Balancing" 
Ledgers  cannot  be  said  to  form  part  of  "  advancetl " 
bookkeeping,  and  as,  moreover,  it  has  been  fully 
described  in  the  author's  "Bookkeeping  for 
Accountant  Students  "  it  is  not  now  proposed  to  go 
over  the  same  ground  again  ;  suffice  it  to  say  that 
in  order  to  make  each  Ledger  self-balancing  it  must 
be  made  to  contain  within  itself  a  two-fold  record 


of  every  transaction  that  it  covers.  This,  of  course, 
involves  posting  to  each  separate  Ledger  numerous 
items  which,  although  necessary  to  complete  the 
double-entrj-,  would  not  be  included  in  that  Ledger 
unless  it  were  desired  to  render  it  self-balancing. 
All  these  additional  items  are  (so  far  as  possible) 
.ondensed  into  totals  to  save  labour,  and— having 
been  so  condensed — are  pt>steil  to  one  general 
account,  called  the  "  Adjustment  Account." 

Where,  however,  there  are  two,  or  more.  Ledgers, 
!  it  is  desirable  that  one  of  the  series  should  contain 
ihe  "  key  "  to  all  the  rest.     It  is  usual  to  select  for 
I  his  purpose  a  Ledger  kept  by  one  of  the  most 
responsible     employees—;.^.,     either    the     Private 
I  Ledger  or  the  Nominal  Ledger.     In  this  Ledger, 
I  instead  of  having  only  one  Adjustment  Account  to 
1  complete  the  double-entry  of  that  Ledger,  a  separate 
Adjustment  Account  is  opened  in  respect  of  every 
,  Dther  Ledger.     The  particular  Adjustment  Account 
'  selected  for  the  posting  of  what  may  be  termed  the 
i   '  redundant   entries "  being   in   each   case  the  one 
relating  to  the  Ledger  which  contains  in  detail  the 
i  other    half    of    the    transaction.       For    example, 
assuming  the  Nominal  Ledger  is  the  one  contain- 
I  ing  all  the  "  keys,"  purchases  are  posted  to  the  debit 
i  ()f  this  Ledger,  which— unless  it  be  self-balancing— 
(!ontains  no  corresp«inding  credit :   to  render  it  self- 
1  balancing  the  monthly  totals  of  the  Purchases  are 
posted  to  the  credit  of  an  Adjustment  Account,  and 
the    "Bought    Ledger    Adjustment    Account"    is 
selected  for  that  purpose  because  the  contra  entry 
to  the  Purchases  is  posted  in  detail  to  the  credit  of 
I  he  Bought  Ledger.     If  there  were   two  or  more 
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Bought  Ledgers,  a  separate  Adjustment  Account 
would  be  opened  in  the  Nominal  Ledger  for  each. 
There  would,  however,  be  no  difficulty  in  as<:ertain- 
ing  how  much  of  the  total  purchases  had  been  posted 
in  detail  to  each  separate  Bought  Ledger  Adjust- 
ment Account,  as  each  would  have  its  own  Bought 


Book,  or,   at  all   events,   separate   columns   in   the 
nought  Book  would  be  appropriated  to  each. 

The  following  example  will  suffice  to  clear  up  any 
doubts  as  to  the  precise  application  of  the  principles 
already  described:  — 

PROBLEM.-The  following  Balance  Sheet  and  Profit  and  Loss  Account  have  been  prepared  from  the  hook. 

of  the  Bntish  Motor  Car  Company,  Limited.  These  hooks  included  Bought,  Sold  and 
Pnvate  Ledgers,  each  of  which  was  "self-balancing."  Show  the  Trial  Balance  of  each 
separate  Ledger  as  ,t  would  have  appeared  i„  the  hooks  hefore  any  provision  had  been 
made  for  bad  and  doubtful  debts  or  depreciation  :— 

BALANCK  SHKET,  31st  December  1900. 
Liabilitits. 


Capital    Account,    100,000 
Shares  of /i  eath 
Less  Calls  in  Arrear  ... 

Trade^Creditors,  viz:— A... 

B... 

\^  •  •  • 

n... 

K... 
F..! 

Profit  and  Loss  Account  ... 


d      £ 


A  ssets. 


100,000     o    o 
462     o    o 


99.53S    o    o 


540  o  o 

50  o  o 

75  o  o 

920  o  o 

55  o  o 

02      O      O 

1.702     O     o 

iS,(j6o    o     o 


Building,  Plant,  Machinery, 
etc....         ...         ...         __^ 

Li'ss  Depreciation 

Debtors,  viz. :  — (J 

H 

*■•       •••  •>• 

J*       •••  ••• 

**■•      •  •  •  ... 


Less  Provision  for  Bad 
and  Doubtful    Debts 

Stock -in -Trade       

Cash 


£ 


s 


£ 


s     d 


60,000    o    o 

I,2(K>      O      O 

5'*^»Soo    o    o 
47  10    o 
1200 
160  10     o 

21       O      o 

no    o     o 


351     o     o 
36    o    o 


jfi  19,300    o    o 


~        315  o  o 

45'f>45  o  o 

14,540  o  o 

;^l  19,300  O  O 


Dr. 


PROFIT  AND  LOSS  ACCOUNT  for  the  Year  ended  31st  Deceml>er  1900. 


To  Kent,  Salaries,  and  General  Expenses 

„    Directors'  Fees  

„    Depreciation ..' 

M   Bad  Debts      

,.   Fialance  


1,000 

1,200 

36 

18,060 

;f22,796 


By  Gross  Profit  as  per  Trading  Account 
„    Balance  from  last  year's  Account... 


Cr. 

£22,000 
796 


£i2,-Hfo 


THK  BRITISH  MOTOR  CAR  COMPANY,  LIM. 
Bought  Ledger  Trial  Balance,  31s/  December  1900. 


A 

•  ••  ••  «•  ••  •• 

c 

D 

E •         •• 

F "         W 

Private  Ledger  Adjustment  Account 


Dr. 

Cr. 

s    d 

£    s 

d 

540   0 

0 

50   0 

0 

75    0 

0 

920    0 

0 

55    0 

0 

62     0 

0 

THE  BRITISH  MOTOR  CAR  COMPANY. 
Sow  Ledger  Trial  Balances,  ^ist  December 


LIM. 
1900. 


1.702    o    o 


£\,1o2    o    o  £\,•^o^    o 


Dr. 

G.  ..  ;f    s    d 

H.  ..         ::         57  10 

J  12     o 

l"  160  10 

j^  21     o 

Private  Ledger  Adjustment  Account 


Cr. 
£     s    d 


351     o    o 


£351 


o    o       £351    o    o 


i 


i6 


ADVANCED  ACCOUNTING. 


METHODS  OF  BALANCING. 
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The  British  Motor  Car  Company,  Lim. 
Private  Ledger  Trial  Balaticc,  3i«;/  December  1900. 

Dr.  Cr. 

£        s    6  £         s    d 

Share  Capital  Account  . .         ..  ''^'^    *'    ° 
Sundry  Shareholders      . .         •  •            4^2    o    o 

Bought  Ledger  Adjustment   Ac- 

'^    .         °  1,702     o    o 

count '' 

Sold  Ledger  Adjustment  Ac- 
count         35'  o  o 

Buildings,  Plant,  Machinery,  \c.  rio.ooo  o  o 

Stock-in-trade 45/'45  o  o 

Cash             M.510  o  o 

Rent,    Salaries,     and     General 

Expenses            ^.500  o  o 

Directors   Fees i.ooo  o  »                        ^     „ 

Trading  Account -~'^^    °    ° 

Profit  and  I  oss  Account  . . 79"    °    " 

/124.498     o    o    /i2.»,198    o    o 


THE    -CONSTRUCTION"    OF    ADJUSTMENT 
ACCOUNTS. 

In  prani-,'  it  frt-qiu-ntly  arises  ih:U  it  is  desire.l 
to  l)al:Hi.r  ilu-  various  l.tiliifrs  separably,  although 
the  svst' ni  <>f  accmn's  lias  n.>i  antiripale.l  this  <-<>n 
tinwenrv,  a'ld  nu  A*!iusinifiU  .\(■(•ou^l^  lui\t-  lu^cii 
provide;!.  What  has  to  he  <lonf  in  surh  a  cast-  is  m 
consiniit  A.ljuslnient  Ai-coimis  lioui  the  matt-rials 
avaihih!(\  Supposing,  h>r  insli-nc-.  it  is  .lesired  to 
balam-e  the  SoM  l,e<lj<er  separawly.  an.l  ik*  Sol. I 
Ledger  Atljuslment  Aceounl  t-xists,  ihr  procedure 
will  be  upop.  the  lollowing  lines:  — 

The  entries  in  the  Sold  LtMlgt-r  will  come  irndt-r 
the  foll..uin<;  headings:  (i)  Opening  JJalanees,  (2) 
Sales,  (3)  Salts  Returns,  (4)  Cash.  (5)  Chasing 
balances,  and  )>rohahly  Si.me  (or  all)  ot  the 
following:— (6)     Int.  rest,     (7)    Discount,    (8)     iJa.l 


Dehts,  (9^  r.ills  Receivable,  (10)  Bills  Dishonoured, 
(11)    Transfers    to    (.du-r    Ledgers.      The    Opening 
Balance     are     i>robal)ly     known     from     schedules 
already  in  (  \istencc  :   if  not,  they  must  be  carefully 
r\fracttd.    ;ind    a    sche(lule    prepared    showing    the 
total  balanc  s  standing   in    i!u-    Ledger  at    the  com- 
menc»  ment  of  the  current  peric^l.     The  total  Sales 
can  be  readily  arrived  at  from  the  Day  Book,  and 
the    Sales   Returns  from    the    Returns    B<Hik.      The 
Cash  will  be  f(»und  upon  the  debit  side  of  the  Cash 
Boi.k  :    if  a   separate  Sold  Ledger  Ca^-h  Book  exists 
(or    there    is    a    separate    column   for    Sold    Ledger 
items  in  ilu    Ct-neral  Cash  Book)  this  total  can  be 
readilv    arri\ed    at.    but.    if  not,   the   cash    re'^eived 
must  !>.'  an:ilyse«l.     The  D'sn.unt  will  probably  be 
the  total   i»f   the  '"Discount"  column   (»n   the  debit 
side  t^r  ilic  Cash   liook,  bin   care  must  be  taken  to 
M-.    dill  no  .'Miaiieoiis  item  lias  bc»  n  in<-luded.    'I'he 
r.ills    R.crivable    will     be    the    loud     of    the     Bills 
Kecei\abK'   Honk  h>r  the  current  peritid.     The  only 
items  tii;it    rtinain  lt»  be  considered  are  Ba«l  Debts 
and    Interest.      'J'he^e    can    be    best    arrived    at    by 
referring    to     the     corresponding     a«vouiits     in   the 
Nomina!    Ledgi-r.     which     will     naddy     show    the 
amoiiiK  of  liad  l).l.i>  written  ofT  and  the  anvmnt  of 
I  Interest    charged    to   customers   during   the  current 
peri«>d.      These    various    figures    can    ilun    be    put 
tog.  I  her  in  the  Jorm  (»f  an  A.ljusimeiit  A<*counl,  an<l 
the  bakmce  shown  by   such   an  account  should,  ol 
c.iurx,    agree   with    the    total    of    the   Sold    Ledger 
balance  at  ih*-  clos<,   ol   ihe  inrio.!. 


EXAMPLE:— 

Dr. 


SOLI)     LF^nr.KR     ADJl  STMKNT    ACCOUNT. 


To   r>;ilanci  -    siaiitiiii;;   at    nnuiiu  iicpinciit    of    curii  iit 

period,  as  inr  Sclunhil.f  

,     Sale-,  as  per  Day  P.ook  T<)tals 

Hills   returntil,   as  i«t   analysis  of  Uills    kici  r.til 

Acojiint 

,     Iiittrest,  as  pir  IiUiiivt  Acciiiint  

„    Transftfrs  from  otlitr  Lidt^fTs 

„     l>iflltrince  in  Book-  (it  aii\ ) 


P.y  Cash  nciive.l,  a-  jx  1   analy.sis  of  Cash  lUwk      .. 

,  Discounts  allowed,  an-  j>er  Cash  Btwk 

.  Ketums,  as  ^x  Returns  Hook 

,  Hills  r.civahle,  as  |wt  Hills  Ki-a-ivrd  Hook 

,  Transfer- (<' ..ilur  Led|4«Ts        

,  Had  D» bis,  as  (h  r  Had  D«l.ts  Account 

,  DiHer»;nce  in  Hooks  (if  any) 

,  Halances  slandinK  at  clos.^  of  current  |nTiod,  as 

per  Scheilule 


Cr. 

£        S       d 


BALANCING    SINGLE-ENTRY    BOOKS. 

In  many  cases  the  same  course  can  with  advan- 
tage be  pursued,  even  in  connection  with  Le(]gers 
that   have  only  been   kept  by   single-entry;    but   in 
some  ca.ses  it  will  be  found  lo  be  impracticable,  as, 
f..r   instance,    when    the    bought    Leilger  has    been 
p«)sted    up  direct    from    invoices,    which  are   either 
filed  away  or  pasted  into  a  Guard  Book  in  .such  a 
nwnner  that  it  is  practically  impossible  t.i  add  them. 
In  such  ca.ses  the  best  course   t..  pursue  is  to  caj] 
back  the  ix)stings  from  the  Ledger  into  the  various 
subsidiary  lK)oks  so  far  as  they  go.    If  the  Cash  be 
called  back  into  the  Cash  Book  before  the  Private 
an«l  Nominal  Ledgers  have  been  checked,  it  becc^ies 
a  comparatively  simple  matter  to  extract  from  the 
Cash   book  the  total  of  the  Bought   Leilger  Cash, 
for  all  that   has  to  be  done  is  to  extract  from  the 
Cash  B.iok  the  items  ui>on  the  credit  side  that  have 
be.-n    ti.ked  <.ff   again.st   the  Bought    Ledger.      The 
Bills  Payable  and  Discounts  can  be  ticked  oflF  in  the 
same  manner,  an.l  there  will  still   remain   unticked 
in  the  bought  Ledger  the  Purchases  and  Purchase 
Returns.     It  is  then  nece.ssary  to  go  through  the 
Bought  Ledger,  page  by  page,  and  extract  therefrom 
all  the  items  that  have  not  been  ticked.     Probably 


the  only  unticked  items  on  the  debit  side  will  be 
Returns,  and  the  only  unticked  items  upon  the 
credit  side  Purchases;  but  care  must  be  taken  to 
separate  any  special  items,  so  that  they  may  be 
taken  out  in  a  separate  total.  This  last  remark 
applies  especially  to  tran.sfers  from  (or  to)  other 
Letlgers,  seeing  that  these  figures  will  also  be 
required  to  assist  in  the  balancing  of  those  other 
Ledgers. 

TABULATING   THE   LEDGERS. 

When  the  number  of  accounts  in  any  Ledger  is 
not  very  numerous,  but  the  postings  to  the  Ledgers 
include  a  great  number  of  different  classes  of  items. 
It    is    sometimes    more    convenient    to   go    straight 
through  the  Leiiger  and  "  tabulate "  all  the  entries 
appearing    upon     each    account.       The    following 
example  clearly  illustrates  what  i.s  meant  in  this  con- 
nection.    Care  must,  however,  be  taken  to  see  that 
the  totals  of  the  various  analytical  columns  agree 
with  the  corresponding  totals  of  "  Goods,"  "  Cash," 
"  Discount,"  Sic,  as  otherwise,  although  the  Ledger 
may  itself  balance,  it  cannot  be  grafted  upon  the 
odier  Ledgers  so  as  to  enable  them  to  balance  as 
a  whole. 


PROBLEM. 


Given  a  set  of  hooks  kept  by  .single-entry,  with  instructions  to  prove  their  accuracy  by  double- 
entry  (hut  not  by  creatine  a  new  set  of  hooks),  how  would  you  proceed  }  Deal  in  the  manner 
you  suiTj^est  with  the  followinj,'  accounts : — 


igoo 

Nov.    I. 

To  Balance 

..     10. 

,.    Ciocds 

M            II. 

„    Ciniage 

..           30. 

..    nil! 

JOHN 

SMITH 

£  s  d 
7  10   0 

10  0  0 
I  10   0 

20   0   0 

1900 
Nov.  16. 
,.      16. 
,.      30. 

By  Cheque 

„   Allowance  to  Returns      . . 

„   Goods 

•  • 

•  • 

£ 

17 

2 

25 

s 

0 
0 
0 

d 

0 
0 

0 

c 


i8 


ADVANCED    ACCOUNTING. 


Nov.    2.    To  Cheque 
,.      7-      ..      do. 
..      I- 


Returns 


Nov.    I.  To  Balance 

„     lo.  „  Goods 

„     lo.  „  Carriage 

„     29.  „   Cheque 


I, 


Nov.    6.  To  Cheque 

8.  „   Charges 
„      15.      „   Cheque 

„     20.  ,.  Goods 


PETER    BROWN. 


300 
500 
600 


Nov.    I.    By  Balance 


13    o    o 


THOMAS   JONES. 


i 

s    d 

Nov.  10. 

To  Goods 

•  • 

•  • 

5 

0    0 

..     12. 

„  Cheque  returned 

•  • 

•  • 

5 

0    0 

..      14- 

.,   Charges 

•  • 

•  • 

I 

I    0 

Nov.  II.    By  Cheque 


£    8    d 
500 


MATTHEW  SMITH. 


/     s    d 

I     »    d 

»  • 

•  • 

60    0    0 

Nov.  29. 

By  Acceptance     . . 

150    0    0 

»  ■ 

•  • 

30  10    0 

•  ■ 

•  • 

I  10    0 

•  • 

•  • 

60    0    0 

GEORGE    ROBINSON. 


I     8  d 

45    o  o 

4  10  o 

30    o  o 

100    o  o 


Nov.    I.    By  Balance 


i     s    d 
90    o    o 


ARTHUR    SHAW. 


' 

£ 

S 

d 

£ 

s 

d 

Nov. 

10. 

To  Goods 

•  • 

•  • 

•  • 

70 

0 

0 

Nov. 

16. 

By  Returns 

•  • 

•  • 

22 

0 

0 

It 

10. 

„   Carriage 

•  • 

•  • 

•  • 

7 

0 

0 

II 

16. 

„  Allowance 

•  • 

•  • 

10 

0 

0 

II 

10. 

„   Charges 

•  • 

•  • 

•  • 

2 

0 

0 

II 

30. 

„  Cheque 

•  • 

«  • 

47 

0 

0 

The  Ledger  Accounts  should  be  "  tabulated  "  as  shown  upon  the  following  page. 


METHODS   OF    BALANCING. 
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PROFIT    AND    LOSS    ACCOUNTS    BY    SINGLE- 
ENTRY. 

Occasionally  it  happens  that  it  is  desired  to  com- 
pile an  account  in  the  form  of  a  Trading  and  Profit 
and  Loss  Account,  while  (on  account  of  the  great 
expense     and     trouble     involved)     it     is     deemed 
inexpetlient  to  balance   the  books   by  double-entry 
in    the   manner  explained   in   the   preceding  para- 
graphs.    Such  a  state  of  affairs  often  arises  in  con- 
nection    with    appeals     against     assessments     for 
Income  Tax,  when  the  Commissioners  require  a 
Profit  and  Loss  Account  to  be  produced.     But  the 
.sy.stem    now    about    to    be    explained    cannot    be 
recommended  for  any  other  purpose,  inasmuch  as 
although  it  shows  results  in  the  form  of  a  Profit  and 
Loss    Account,    the   account    when    prepared    is— 
unlike    Profit    and    Lo.ss    Accounts    compiled    by 
double-entry— no  check  whatever  upon  the  accuracy 
of  the  bookkeeping. 

Shortly   .stated,  the  sy.<Uem   consists  of  analysing 
the  cash  into  Cash  Receive<l  from  customers,  Cash 
paid     for     Goods,     Business     Expenditure     under 
various    convenient    headings,    and    other    Special 
Items,  so  that  the  analysis  as  a  whole  may  be  abso- 
lutely agreed  with  the  Cash  Book.    Stock  must,  of 
course,  be  taken  at  the  commencement  and  end  of 
the  period,  or  if  the  opening  stock  is  unknown  it 
must  be  estimated  upon  the  best  available  basis, 
and  the  accuracy  of  the  resulting  account  will  be 
entirely    dependent    upon     the    accuracy    of    this 
estimate.    Assuming,  however,  that  the  opening  and 
closing  Stocks  are  known,  the  Sales  are  arrived  at 
by  adding  to  the  Cash  received  from  customers  the 
closing  Sold   Ledger  Balances  and   deducting   the 
opening  Sold  Ledger  Balances ;   the  figure  of  Pur- 
chases is  obtained  by   adding  the  closing   Bought 
Ledger  Balances  to  the  Cash  paid  for  goods,  and 
deducting   therefrom   the   opening  Bought    Ledger 
Balance.s,   while  in   the  same   manner  the  various 
items  of  Business  Expenditure  are  adjusted  by  out- 
standings at  the  opening  and  close  of  the  period,  so 
as  to  obtain  the  Expenditure  incurred  during  the 
current  period,  whether  actually  paid  or  not.    These 

c  3 
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ADVANCED    ACCOUNTINQ. 


figures  being  arrived  at,  they  are  put  together  in 
the  form  of  a  Profit  and  Loss  Account  in  the  usual 
way. 

The    following     example     gives     such     a    "  con- 


stnicted  "  Trading  and  Profit  and  Loss  Account  in 
tabular  form.  It  need  hardly  be  stateil,  however, 
that  only  the  right-hand  column  upon  each  side 
would  be  submitted  to  the  Income  Tax 
('ommis.sioncrs. 


CHAPTER    V. 


Dr.  TRADING  AND  PROFIT  ANI>  I.OSS  ACCOUNT,  for  the  Year  ended  31st  December 


^£  o 
«j  5  •-• 

(STJ 
U 


To  Stock  i/i/oi    . . 
«    Purchases 
,    Wages 
„    Carriage      and 

Freight 
.    Gross  Profit   . . 


/;  s  .1 

9,300  o  o 
6.070  o  o 

1,170  o  o 


To  Rent,  &c.  ..  |  300  o  o 
,  Travelling  Ex- 
penses . .  I  450  o  o 
V  Trade  Ex i>enses  I  480  o  o 
,  Discounts  . .  j  255  o  o 
«  Bad  Debts  . .  ■  200  o  o 
,    Net  Proht 


iB,525  00 


as  ■ 

— -S  11  - 

^  5  -  " 


Total 


£    s  .1  i      £    s  d 

7,000  o  o  116,300  o  o 
150  o  o  ;  6,220  o  o 

i 
iBo  o  o     1.350  o  o 


75  o  o       375  o  o 


50  o  o 

122   O  O 


450    O   O 

53"  "  o 
377  o  o 


£    sd 

6,800  o  o 
120  o  o 

150  o  o 


75  <>  o 


30  o  o 
97  o  o 


Nf  t  Total  i 


£      8   d 

8,<xx)  0  0 

0,50  >  0  0 

6,100  0  0 

1,200  0  0 

3,750  0  0 

By  Sales    ..         ..' 
,    StiKk,  31/12/01 


28,550  o  o : 


300   O    1) 

450  i>  11 
500  o  o 
2S0  o  o 

aof)  o  o 

2,020  O  O 


hy  Gross  Profit . . 


J3  >  c  •*    1    J-.S  S  •" 


Total 


1901. 


.  c  < 

O  =  I 
^  It  i 


Cr. 


Nrt  Total 


£    ^d 

21,000  o  o 


£    R  d  j       £    »  d 
3,835  o  o  24,W5  o  (I 


£ 
4.885 


s  d         £    s  d 

(I  o  30,000  o  o 

8.550  o  o 


£  18,550  o  o 


3.750  o  o 


3,750  o  o 


£i2i.ooo  o  o 


£    3.750  o  o 


Dr. 


CASH     ANALYSIS 


Cr. 


• 

To  Balance,  i  ]anuary  igoi     . . 
,    Keceipts  trom  Customers  . . 

£ 

1.225 
20,545 

8 
0 

0 

d< 

0 

0 

By  Payments  for  Goo»ls 
,           ,          Wages 

•  .          Carriage 

•  ,          Kent 

•  ,          Travelling     Ex- 

jienses 
a           .          Trade  Exi>enses 

,    Drawings 

m    Balaiici,  31  Di  ccmlMT  1901 

£  s  .1 
0.300  0  0 
6.070  0  0 
1,170    0    0 

300    0    0 

45"    "    " 

480    0    0 

2m>o    0    0 

i,6no    0    0 

£21,770 

0 

0 

£21,770    0    0 

•  Note:— The  Discounts  alloxicd  ami  Bud  Dehts  written  off  must  he  added  to  the  cash  actually  received  (/;"20,545)  to 
arrive  at  this  item,  so  as  to  arrive  at  the  total  amount  by  lihich  the  debits  to  the  Sold  Ledger  have  been  reduced  durim^ 
the  year. 


BRANCH    ACCOUNTS,    ETC. 


THK  sy.stt:m  of  rendering  each  separate  Lc.iger  of 
a  .set  of  books  ".sclf-balam-ing"  by  means  of 
Adjn.stnient    Accoums    is,    it    will    be    rememl>ere<l, 
that     eadi     Self-balancing    Le.lger     completes    the 
d.Mibie  entry  ,.f  ever>-  tran.sacli<.n  therein  recorded, 
and  .so  contains  uiihin  ii.self  all  the  nwlerials  for  a 
Inal   J{alance  of  its  «,wn.     The  sub-division  of  the 
Ledger  is  in  all  ca.ses  dictated  by  convenience;  but, 
as    has    already     been     sai.l     under     the    hea<l    of 
"balancing,"    the  .livision    ordinarily    follows   .some 
Ha.ssifi.-ation    of     the     nature    of    the   Iran.saction.s. 
Where,  h<mever,  a  business  is  carried  cm  in  two  or 
more  dei>ar!mem.s,  it  is  .sometimes  found  convenient 
t'»  make  a  .sub-divisi(M,  according  to  the.se  depart- 
nienl.s,   .so  that   the  Ledgers  might   be  divitled   into 
"Head  ( )fiice,"  "  Department  A,"  "Department  B," 
iVc,   instead  of  into  the  more  general   divisions  of 
'•Private      Le.lger."      "  .S,>|,1      Ledger,"      "bought 
i^-dger,"  .V:c.     I,  uiH  be  readily  i>eneived,  however, 
that  whattrver  the  .system  (.f  divi.ling  up  the  trans- 
actions may  be,  i,  is  .still  quite  easv  to  make  ea.-h 
Ledger    sell-balancing    by    means    of    Adju.stment 
Accounts. 

BRANCH    ACCOUNTS. 

It  lheref.»re  follows  that  if  an  undertaking  has  a 
l»rar.ch     auay     from     the    Hea.l     Oflice,    an<l     yet 
ll'e      whole     of      the      iMK.kkeeping      is      done      .// 
|l'c      Hea.l     ()ffi..e,      there     is      no      difficulty     in 
keepmg    all    the    transactions    (,f    the    Branch    in 
a     separate     Letlger     at     the     Head     Office,     in 
makmg    that    separate    Ledger  self-balancing,    and 
in  mc,»rporating  the  results  of  the  Braiich  into  the 
accounts  ,.eri<Hlic.illy   preixired   in   conncvtion   with 
llie   undertaking    as    a    whole.      This    point    being 
grasped,    it    will   be    seen   that   it    is    really    quite 
.inmiaterial    where    the    Branch    Ledger,    and    its 


vari.Mis  subsidiary  book.s,  are  kept.  These  Branch 
b.M»ks  might  just  as  well  be  kept  at  the  Branch  itself, 
if  such  a  cour.se  were  equally  ccmvenient,  and  it 
makes  no  difference  whatever  to  the  system  of  book- 
keeping where  the  books  of  the  Branch  (or,  for 
that  matter,  of  any  Branch)  are  kept.  They  all  form 
part  of  one  system  of  bookkeeping,  and  by  means  of 
the  Adjustment  Accounts  work  into  the  Head  Office 
bfioks,  just  as  though  all  the  Ledgers  were  kept  at 
the  Head  Office. 


When  the  Ledgers  are  kept  at  the  Branche.s,  it  is, 
however,  usual  for  the  Adjustment  Account  in  the 
Branch  Ledger  to  be  calle«l  "  Head  Office  Account," 
and    for   the   various   Adjustment    Accounts  in    the 
Head  Office  books  to  be  identified  with  the  various 
Branches.    But  this  is  only  a  variation  of  name,  and 
involves  no  new  principle.     Another  variation  that 
Irequently  (H-curs,  which  also  is  dictated  solely  by 
.-•mxenience,  is  that  remittances  passing  from   the 
Head  Office  to  the  Branch,  and  from  the  Branch  to 
ihe    Head    Office,    are   generally    posted    in    both 
Ledgers  to  a  separate  Remittance  Account,  instead 
of  being  p(,sted  direct  to  the  Adjustment  Account, 
so    that    no   entries    whatever    take    place    in    the 
Adjustment   Account   except    when    the    books   are 
periodically  balan.ed  and  close.J.     This  last-named 
modincation  is  by  no  means  always  observed,  but  it 
will  be  found  parti(  ularly  .onvenient  when  dealing 
with  foreign  branches  where  questions  of  exchange 
arise. 


The  following  example,   which   deals  (in   totals) 
with  the  tran.sactions  for  six  months  of  an  under- 
taking carrying  on  business  at  three  branches,  while 
the   mam   accounts  are  kept   at  the  Head   Office 
further  illustrates  the  principle  already  described 
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PROBLEM. — The    Wholesale    Provision   Company  has  a  number  of   Retail  Branches   which   are  supplied 

from  the  Depot,  but  they  keep  their  own  Sales  Ledgers,  receive  Cash  against  Ledger 
Accounts,  and  pay  in  the  whole  of  their  Cash  ever)'  day  to  Head  Office.  They  send  out 
their  own  Statements  of  Accounts  monthly.  All  Wages  and  Branch  Expenses  arc  drawn 
by  cheque  from  Head  Office  on  the  imprest  system. 

From  the  following  particulars,  supplied  by  each  Branch,  show  the  Branch  Accounts 
in  the  Head  Office  Books,  and  then  incorporate  the  whole  into  one  General  Trial 
Balance  and  Profit  and  Loss  Account. 


Six  Months'  Sales  to  30th  June  igoi 

Return  Inwards 

Allowance  to  Customers  ..  , 

Cash  received  on  Ledger  Accounts 

R.  M.  Sales 

Stock  at  commencement  . .  . 

Stock  at  end 

Debtors,  January  ist  1901         ..  , 

Debtors,  June  30th  1901  . .  . 

Bad  Debts 

Goods  received  from  Depot,  less  Returns. 

Rent  and  Taxes  paid 

Wages  and    Sundry   Expenses 


A. 

i 
2,700 

ao 

S 

2,380 
1,420 
540 
620 
1.250 
J. 530 

15 
2,120 

80 

380 


r>r. 


ACCOUNTS    IN    HEAD    OFFICE    BOOKS. 
"A."    BRANCH    ACCOUNT. 


1901 
Jan.    I 


June  30 


To  Balance,  viz. : — 
Debtors  . . 
Stock       . . 


Goods        

Cash,  Rates         

Do.    Wages       

Profit  transferred  to  Profit  and 

Loss  Account 


July     I    To  Balance  down,  viz. : — 

Debtors 

Stock 


i 

s 

1 

d 

1,250 

0 

0 

540 

0 

0 

1,530    o    o 
6?o    o    o 


/ 

s 

d 

1901 
June 30 

m 
m 

1,790 

0 

0 

2,120 

0 

0 

»o 

0 

0 

380 

0 

0 

i,5So 

0 

0 

£5.950 

0 

0 

2,150 

0 

0 

By  Cash— Letlger  Accounts 

.      .        R.  M.  S 

V    Balance  down,  \\t. : — 

Debtors 

Stock       


Df. 


••  B."    BRANCH    ACCOUNT. 


1901 
Jan.     I 


June  30 


July     I 


To  Balance,  viz.  :  — 

Debtors 

Stock 

«    Goods        

n    Cash — Rates        

„      Do.    Wanes 

a    Profit  transferred  to  Profit  and 
Loss  Account 

To  Balance  down,  viz  : — 

Debtors 

Stock       


d  i 


1,200    o    o 
480    o    o 


1,362    o    o 
580    o    o 


s    d 


1,680  o  o 

2,060  o  o 

70  o  o 

356  o  o 

1,426  o  o 


£5.592 


1,942    o    o 


1901 
J  une  30 


B. 

I 
2.600 

c. 

I 

2i3O0 

34 

4 

16 

6 

2,400 

2,000 

1.250 

1.300 

480 

500 

580 

480 

1,200 

1,100 

1.262 

1.378 

ID 

— 

2.060 

2.000 

70 

75 

356 

350 

Cr. 


C     s   d 


1.530    o 
620    o 


£     s   d 

2,380    o    o 
1,420    o    o 


2.150    o    o 


£5,950    o    o 


Cr. 


By  Cash— Ledger  .\ccounts 

,       ,        R.  M.  b 

.    Balance  down,  viz. : — 

I>ebtors 

Stock       


£ 

s 

d 

£ 

s 

(i 

. 

. 

2.400 

0 

0 

• 

• 

«,250 

0 

0 

1,362 

0 

u 

5«o 

0 

0 

J. 942 

0 

£5.592 

0 

0 

BRANCH     ACCOUNTS,     ETC. 
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"C."    BRANCH    ACCOUNT. 


Cr. 


1901 
Jan.     I 


June  30 


To  Balance,  viz. 
Debtors  . . 
Stock 


•  Goods        

•  Cash— Rates        ..         W         \\ 
m      Do.     Wanes 

•  Profit  transferri-d  to  Profit  and 

Loss  Account 


July     1  ;  To  Balance  down,  viz.  .— 
Debtors  .. 
Stock 


Dr. 


Dr. 


1901 
June  30 


July 


To  A  Branch— Ledger  Accounts 
«    >      •  R.  M.  Sales 


B 

m 

c 


I  ed^er  Accounts 
R.  M.  Sales 

I.e<l>;er  Accounts 
R.  M.  Sales 


To  Balance  down 


Dr. 


1901 
Jan.     I 


To  Stock,  Balance  on  hand 


£      s    d 

1,100    o    o 
500    o    o 


1.378    o    o 
480    o    o 


£ 

s 

d 

1901 
June  30 

m 

1,600 

2,000 

75 

350 

0 
0 
0 
0 

0 
0 
0 
0 

m 

».I33 

0 

0 

£5,i5« 

0 

0 

1.858 

0 

0 

By  Cash— Ledger  Accounts 

.       ,        R.  M.  S 

,    Balance  down,  viz. : — 

Debtors 

Stock       


£      s    d  I        £      s    d 

j     2,000    o    o 
I      1,300    o    o 


1,378    o    o 
480    o    o 


1,858    o    o 


£5,158    o    o 


CAPITAL  ACCOUNT. 


Cr. 


s     d 


I90I 
Jan.    I 


By  Balance,  made  up  as  follows  : 
A.  Branch 

B 

C.        , 

Stock  at  Head  OfiBce  . . 


£ 

s 

d 

1,790 

0 

0 

1,680 

0 

0 

1,600 

0 

0 

6,180 

0 

0 

s    d 


11,250    o    o 


CASH  ACCOUNT. 


Cr. 


£     s   d  I 

2,3.So    o    o  ; 
1,420    o    o  I 


2,400    o    o 
1,250    o    o 


2,aoo    o    o  I 
1,300    o    o 


*<* 

s 

d 

1901 
June 30 

3.800 

0 

0 

! 

m 
m 

3.650 

0 

1 
0 

m 
m 

3.300 

0. 

0 

• 

£10.750 

0 

0 

9.439 

0 

0 

By  A.  Branch— Rates 
»  B.        ,  , 

»     ^'  ■  a 


A. 
B. 
C. 


Wages 


Balance  down 


£  s  d 

So  o  o 

70  o  o 

75  o  o 


380 

0 

0 

356 

0 

0 

350 

0 

0 

£     s  d 


225    o    o 


1.086    o    o 
9.439    o    o 


£10,750    o    o 


GOODS  ACCOUNT. 


Cr. 


s   d 


£     s  d 
6.180  0  0 

1901 

June  30 

IV 

m 

£6,180  0  0 

By  A.  Branch 
»    B.        » 


s     d 


£  s  d 

2,120  O  O 

2,060  O  O 

2,000  O  O 


£6.180    O    O 
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Dr. 


PROFIT  AND  LOSS   ACCOUNT. 


Cr. 


s    d  I        £     s    •! 


By  Transfer  from  Branch  A. 
»        •  11         *        •'• 

»  ■  a  k  t^- 


s    d 


i.5»o    o    o 
1,426    o    n  I 


TRIAL  BALANCE.  30th  June  1901. 


Brand)  A. 

,        B 

,        C 

Cash         

Capital 

Proht  and  Loss  Account 


Dr. 

Cr. 

f. 

s 

d 

£ 

S 

d 

2.15" 

0 

(1 

I.<M3 

fi 

(1 

I.SSS 

n 

n 

'j.43y 

0 

n 

n.-y 

0 

0 

4.I.W 

0 

0 

£i5..-iX'» 

0 

0 

,fi5.>H«» 

0 

0 

Note.— For  the   sake  of  simplicity  Head  Office  Transactions   have   been  excluded,  si.  far  a.s  is  i>obsd.li;,  cunsi^ttuiiy  with  cmplnin;;  tii 
double-entry  record. 


A   more    elaborate     example,     .sh(»wing     how   the  rf)ml>incl    Halaiicc     Sheet     an<1     Pn-I'it     ami    Loss 

accounts  of  the  Head   Office,   a    Factory,   and    t\v(»  Account  in  the  loiin  in  which  they  would  probably 

Trading  Branches  are  combined,  is  instanced  by  the  be  pre.sented  to  shareholders, 
following  e.\ami)le,  at  the  loot  of  whi<h  apimar.s  the 


PROBLEM.— 


The  X.  Y.  Z.  Manufacturing  Company,  Lhnited,  has  a  share  capital  of  ^'75,000  in  7,500  ."shares 
of  ;^io  each,  all  issued  and  fully  paid.  It  inanufaciures  floods  for  sale  at  its  two  Hranches 
(here  referred  to  as  A.  and  H.  respectively),  which  sell  goods  of  the  Company's  manufacture 
only.  From  the  annexed  Trial  Halance  of  the  books  at  the  Head  ( )tlice  (where  the  private  or 
general  books  are  kept)  and  at  the  Factory  and  Branches,  construct  an  Account  to  show 
respectively  the  result  of  the  manufacturing  and  the  gross  profit  at  each  Branch,  also  a 
Balance  Sheet. 


BRANCH    ACCOUNTS,    ETC. 


THE  X.Y.Z^MANUFACTURING  COMPANY.  LIMITED.-TRL.L  BALANCE.  31st  December  Z898. 


Dr. 

Freehold  Premises — 
Factory 

Branch  A. 

..        B. 
Goodwill 

Machinery,  Fixtures,  Furniture, 
&c.,  as  at  ist  January  1898— 
Head  Office       . . 
Factory 
Branch  A. 
..        B. 
Bankers    .. 
Cash  Balance 
Stocks  (ist  January  1898) 
Purchases  (Net) 
Wages 

Factory  Manager's  Salary 
Salaries  and  Wages 
Carnage  to  Branches 
Rates  and  Taxes 
Salaries  and  OflTice  Kxpenses 
Sundry  Expenses  . . 
Goods  from  Factory 
Bad  Debts 
Debtors      . . 

Factory  (Current  Account) 
Branch  B.  do. 

Head  Office         do. 
Income  Tax 
Directors'  Fees 
Auditors'  Fees 
Debenture  Interest 


Head  Office 

£      s    d 
50,000 

10.000 

10,000 

30,000 


o 
o 
o 
o 


o 
o 
o 
o 


500 
7,500 

2,000 

1.500 

6,790 

16 


o 
o 

Q 

o 
I 


o 
o 
o 
o 
6 
6 


3.519    i>    8 


Factory. 
;f       s     d 


135 

10.216 

76,516 

41.316 

1,000 

2.517 
316 


9 
5 


8 
o 

9 
9 


517     6    8 


Branch  A. 

i:     s  d 


89 
3.218 


2 
6 


.3.516     9    6 


569     7     6 


3.017 
75.267 

679 
9,620 


9 
3 

8 


2.333 

I   II 

3.672 

3  10 

650 

0    0 

4.914     3     3 

1.500 

0    0 

105 

0    0 

2,000 

0    0 

jf  1 32.085 

■6     5 

£n2.53i  16     6 

;^I00.89I       8       I 

Branch   B. 
;^       s     d 


58     I     8 
2,190     6     7 


3,022  3  4 

452  9  2 

1.869  4  6 

45.350  o  2 

1 ,029  2  2 

5.730  2*  3 


-^59.70 


I     9  10 


NOTES. 


The  Stocks  on  the  31st  Dccanlier  1898  tcere 

Factory 
Branch  A 

»>       ■O  «••  ...  


£  s  d 

U,177  5  7 

i,j;jo  J  s 

U'J22  5  5 


Allow  depreciation  for  one  year  to  31st  December  1898  on  the  followin}^' items  of  the  1st  January 
1898  at  the  rates  indicated  : — 


Factory  Machinery,  etc. 
Branch  Fixtures,  etc. 

(No  depreciation  to  be  i^ritten  off  Head  Office  Furniture,  etc.). 


10  per  cent. 
5      „ 


Cr. 

Share  Capital 
Debentures,  4  per  cent. 
Creditors. . 

•  •  •  • 

Goods  to  Branch  A. 
Do.  U. 

Sales 

•  •  •  • 

Profit     and      Loss     (Balance 
of  previous  year's  Profit) 
1  lead  Office  (Current  Account) 
Branch  A.   (Current  Account) 


Head  Office. 

;f  s  d 
75,000  o  o 
50,000     O     o 

550  10    o 


1,621     3     2 


4.914     3     3 


Factory. 

£       s   d 


9.584  II    3 
75.267    3    2 

45.350      O      2 


2.333      I    II 


.^132.085  16     5       ^132,534  i6     6 


Branch  A. 
£         s    d 


176     7     6 


100,715     o    7 


Branch  B. 
;f        s     d 


359     2    6 


55.670    3    6 


3.672     3  10 


i:ioo.89i     8     I  i:59.7oi  9  10 
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MANUFACTURING  AND  TRADING  ACCOUNT,  for  the  Year  ended  31st  December  1898 

Branch  B. 


Cr. 


Factory     !    Branch  A. 


Branch  B. 


To    Stock,    ist 

Jan.  189S  . . 
,  Purchast'f  . . 
,  Wanes     and 

Salaries  . . 
,  Gross   profit 

c  a  r  r  i  e  d 

down 


To  Carriage    .. 
,  Rates    and 

Tax€S? 
,  Sundry 

Ex|fnses  . 
,  Bad  Debts  . 
«  Depreciation 
a    Balance, 

beinn  profit 

for  the  year 


s    d 


s  d 


s  d 


Total 


s  d 


10,216  5  9  ?.2i8     1  6  2,190  6    7  ]  I5.62»  13  10 

76,516  2  9  75.267  3  2  45.350  O  2  76.516  2  9 

42,316  2  8  3,516  9  6  3.022  3  4  i  4«.S54  I5  6 

745  > 7  9  23.303  10  1  !  7.029  iS  10  3 '.079  6  8 


Factory 


£129.794  8  II    £105.305  4    3  i£"57.592    S  "  j£i72,074  »»  9 


2,517    6    9 
3«6    2    9 


569 


452    9 


2,517    6    9 
1.337  19    5 


517    6    8  ,     3,017    9    2  i      1,869    4    6        5.404    o    4 
I        679    8     I  1     1,029    2    2  ■      1,708  10    3 


750    o    o 


£4,100  16    2 


100    o    o 


18,937    5     4 


£23,303  10    1 


75    o    o 


925    o    o 


3,604    3    o  .    19,186    9  II 


£7,029  18  10   £31.079    6    8 


Branch  A. 


£  s  d           £  s  d 

By  Sales         .J  120,617  3  4     100,715  o  7 
,   Stock,    'fist                            ! 

Dec.    1898       9,177  5  7  i     4.590  3  » 


£129,794  S  " 


By  Gross  profit 
brought 
down 
,  Balance , 
b  e  i  n  K 
loss  for 
the  year. . 


743  17    9 


3.354  18    5 


£      s  d 

55,670    3    6 

1,922    5    5 


£105.305     4  ;,    '""-rvo     N  1 


Total 


£       s   d 
156.385    4     I 

15.689  U    8 


£172.074  18  9 


£4,100   16     2 


23.303  >o    '  I     7.029  '8  10 


£23,303  JO    I 


31.079    6    8 


£7,039  18  10 


£3«.o7')    6    8 


BRANCH    ACCOUNTS.    ETC. 


SUMMARISED   BALANCE    SHEET,  31st  December  1898. 


Li  I  bill  lies. 
Capital  Account  (7,500  shares  of  £10 

each,  fully  paid  up)         

Dclientures    .. 

Creditors        

Profit  an<l  Loss  Account : — 

Balance  from  last  Account  . . 
Net   Profit    for    the   \car    (as    i^-r 
Profit  and  Loss  Account) , . 


s   d 


I. 621    3    2 
".4"    3    3 


£        s  d 

75,000    o  o 

50,000    o  o 

10,670  u  3 


13.033    6    5 


£148,703  17    8 


Assets. 

Goodwill       

Premises       ..         ..         "         '* 
Machinery,  Fixtures,  Furniture,  &c. 

Stock-in-Trade       

Debtors         . .         . .         \\        [[ 
Cash  at  Bank 
»     in  hand  ' 


27 


s    d 


6,790    I    6 
298  16    6 


£  s 
30,000  o 
70,000  o 
Jo,575  o 
15.689  14 
15.350    5 


7.o8«  18    o 


£148.703  17    8 


Dr.       SUMMARISED    i'ROFIT    AND    LOSS    ACCOUNT,  for  the  Year  ended  31st  December  ih^S.       Cr. 


To  Head  OflScc  Salaries  and  Office  Exiienses 
«    Income  Tax 

•  Directors' Fees         ..         ..         ,]        ]\ 
m    Auditor's  Fees  ..         ..         \] 

a    Debenture  Interest .,         .'.         "         .' 

•  Balance,  being  Net  Profit  for  the  Year 


£  s 

3.5«9  6 

650  o 

1,500  o 

105  o 

2,000  o 

iMia  3 


£i9,i'<6    9  II 


By  Gross  Profit 


£       s   d 
19,186    9  II 


£19,186    9  II 


Share  Capital    . . 
Debentures 
Cretlitors 
Current  Accounts 
Profit  and  Loss  Account 


Premises 

Goodwill 

Machinery,  &c. 

Stock 

Debtors 

Cash  at  bank     . . 

Cash  in  hand     . . 

Current  Accounts 

Profit  aiid  Loss  A:coui 


BALANCE  SHEET,  31st  I^ecember  1898. 

LlABlUTlES. 


HsAn 
Okhce 


Factory 


£       s  d 

75,000    o  o 

50,000    o  o 

550  10  o 

4.814    3  3 


9584  n     3 
3.083     1  II 


Branch  .\. 


176    7    6 

18.937    5    4 


£130,364  13    3  £12.667  13    2 


Assets. 


Head 
Omice 


Factory 


£  s  d 

70,000  o  o 

30,000  o  o 

10,575  o  o 


6.790  I  6 

16  2  6 

6,830  5  9 

6.153  3  6 


£  s  d 

9.«77  5  7 

135  9  2 

3.334  18  5 


Branch  A. 


£130,364  13  3  £12,667  13    2 


s   d 


4.590  3  8 

9,620  3  9 

89  3  a 

4.814  3  3 


Branch  B. 


Total 


s   d 


359    2    6 

3.747    3  >o 
3.604    3    o 


£       s  d 

75,000    o  o 

50,000    o  o 

10.670  u  3 

13.033    6  5 


£19,113  12  10  £7.710    9    4  £148,703  17  8 


Branch  B. 


s  d 


1.922    5    5 
5.730    i    3 

58'  I    8 


Total 


£19,113  12  10  £7.710    9    4 


£  s  d 

70,000  o  o 

30.nuo  o  o 

10.575  o  o 

I5,6«9  14  8 

15350  5  o 

6,790  I  6 

298  16  6 


£148.703  17  8 


NoU.-ln  practice  it  Kould  be  more  convenient  for  the  Machinery  Accounts  to  he  kept  in  the  book»  of  the  respective  branches,  thus  avoiding  the  necessity 

of  making  the  necessary  uifjustments  for  depreciation  through  the  Current  Accounts. 


FOREIGN    BRANCHES. 

The  method  of  recording  the  transactions 
occurring  at  various  Branches  of  the  same  business 
ha\  ing  now  l)een  described,  there  remain  to  be  con- 
sidered those  i)oints  which  must  be  borne  in  mind 
ill  connection  with  the  application  of  this  principle 
to  the  accounts  of  a  liranch  situated  abroad,  where 
the  transactions  (or  the  majority  of  them)  naturally 
take  place  in  the  currency  of  that  country,  and  not 
in  Engli.sh  money. 

If    the    exchange  value   f.f  the   foreign    currency 
never  varied,  the  problem  woukl,   of  course,  be  a 
most  simple  one,  as  in  that  case  a  certain  number  of 
dollars,  francs,  Ac,  would  always  represent  the  same 
am<.unt  ex])res.sed  in  steriing ;  but,  as  a  matter  of  j 
fact,    there   is   no  such    fixed   exchange   value,    and 
indee«i  differences  «)f  exchange  arise  in  practice  in 
connection  with  remittances  between  Great   Britain 
and    its   dependencies    alm>ad  where    the    English 
coinage  is  employed.    These  latter  differences,  how^  1 
ever,  relate  solely  to  remittances,  and  may  therefore 
be  treated  as  l>eing  merely  the  commission  charged  ! 
(or  allowe<l)  by  bankers  for  forwarding  money  to  a 
distant  place,  and  may  be  conveniently  treated  in  j 


the  books  as  ordinary  cash  discounts,  withtnit  other- 
^  wise  disturbing  the  system  already  described. 

I 

In   the  case  of  foreign  currencies,  however,  the 
l>osition  is  different.     The  essence  of  the  problem  is 
that  while  profits  are,  for  the  most  part,  earned  in 
one  currency,   they  have  to   be  distributed   among 
•shareholders   (or  partners)    in    another;    while    the 
working  capital  of  the  undertaking  (or  the  bulk  of  it) 
is,  for  the  time  being,  invested  in  assets  which  are 
only    realisable    in   the   foreign    currency.     Add    to 
these  the  facts  that    the   rate   of  exchange    is   fre- 
quently altering,  and  sometimes  \aries  within  very 
considerable    limits,    and     the    further    fact     that 
the    intrinsic    \alue    of    the    foreign    currency    is 
often  far  less  than  even  its  exchange  value,  and 
it  will  be  seen  that  the  problem  is  one  that  requires 
the  most  careful  consideration,  if  it  is  to  be  treated 
so    that    the    accounts    may    accurately    show    the 
position  of  affairs. 

In  the  majority  of  cases  it  will  be  found  that 
while  the  proprietors  reside  in  Great  Britain,  and 
profits  have  to  be  divided  there,  the  bulk  of  the 
fixed    and    floating    assets    are  held    in    a    foreign 
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country;  while — with  the  exception  of  such  liabili- 
ties as  debentures,  mortgages,  &c. — most  of  the 
debts  of  the  undertaking  would  be  due  in  the 
foreign  country  and  payable  in  foreign  currency. 
The  undertaking  itself,  however,  is  a  British  one; 
and  the  acc^junts  whicii  arc  required  to  show  its 
position  from  time  tf>  time  have  to  be  submitted  in 
British  currency.  Very  little  consideration  will 
suffi«"e  to  show  that  the  melhixl  so  ordinarily 
adopted  of  converting  the  Foreign  Trial  Balance, 
and  incorjxirating  it  in  the  Head  Office  books,  at 
a  uniform  rate  r>f  exchange  cannot  in  the  nature  of 
things  protluce  correct  results. 

For  instance,  with  Angl(x-In<lian  undertakings  it 
is  common  practice  to  regard  the  niix;e  as  being 
worth  IS.  6d.,  and  to  convert  the  Indian  Trial 
Balance  at  this  assumed  rate  of  exchange.  The 
result  is  thai  while  fixed  assets  (which  might  pro- 
perly be  brought  into  the  accounts  at  cost,  less 
depreciation)  are  probably  upheld  at  a  considerably 
lower  figure,  debts  due  to  the  undertaking  and  pay- 
able in  rupees,  together  with  any  cash  balances  in 
India,  are  stated  in  the  accounts  at  a  figure  con- 
siderably in  excess  of  the  amount  that  could  pos- 
siblv  be  realised  in  sterling  if  thev  could  be  all 
collected  and  the  total  cash  (in  rupees)  remitted 
home.  While,  fcr  conlra,  the  local  liabilities  are 
statetl  at  a  sterling  figure  in  excess  of  the  amount 
that  would  have  to  be  sent  rmt  from  home  in  order 
to  extinguish  them.  This  system  is  also  equally 
misleading  in  connection  with  the  Trading  and  Profit 
and  Loss  AccouiUs,  seeing  that  all  the  Revenue 
items — i.e..  the  aggregate -of  the  transactions  repre- 


senting income  and  expenditure  during  the  current 
period — are  stated  at  amounts  in  excess  of  the  actual 
value  in  English  money  of  these  transactions.  It 
will  thus  be  seen  that  by  this  method  fixed  assets 
are  probably  under-stated,  liabilities  are  over- 
stated, floating  assets  are  un<ler-slated,  and  the 
am<»unt  of  all  Revenue  items  is  exaggerate<l.  Under 
some  circumstances  it  may  so  happen  that  the 
various  items  (jf  assets  and  liabilities  so  balance 
each  other  that  the  ajjgregate  result  is  approxi- 
mately, if  not  actually  correct ;  but  it  can  only  be 
quite  by  chance  that  such  a  result  should  be  pro- 
duced. The  general  custom  is  to  provide  for  the 
admitted  inaccuracy  of  the  result  as  a  whole  by  a 
general  Reserve  to  cover  the  loss  oH  exchange.  This 
may,  of  course,  answer  the  purpose  of  preventing  the 
final  figure  of  net  profit  being  (»ver-state<l,  and  s<i 
dividends  being  paid  out  of  Capital;  but  it  must 
be  clear  that,  whaltNcr  the  adxanlages  of  the 
system  on  the  score  of  simj)li<ity,  it  is  in  its  nature 
quite  inaccurate  and  unworthy  of  adoption,  excejit 
perhaps  in  connection  with  isolated  transactions 
undertaken  by  concerns  that  do  not  habitually  trade 
abroad. 

The  only  system  that  1  an  give  really  reliable  and 
accurate  results  is  one  that  recognises  that  in  the 
case  of  such  uinlertakings  the  foreign  currency, 
insleail  of  being  a  definite  expression  of  value,  is 
only  the  "  medium "  temjiorarily  em])loyed  at  the 
Branch  for  the  record  of  the  transactions  in  such 
a  form  that  they  can  be  afterwards  considered  upon 
their  resi>ective  merits  by  the  Head  Office  when  the 
F'oreign  Trial  Balance  is  periodically  remitted  hinne. 


PROBLEM.-Explain  how  the  followinfi:  Trial   Balance  of  the  books  of 

incorporated  in  the  Head  Office  Accounts:— 


a  Branch  iu  New  York  should  be 


TRIAL  BALANCE.  31st  neceml>er  rgor. 


Head  Office  Account 
Remittance  Account 

Cash 

Dfbtors      .. 

Creditors  .. 

Fixtures  and  Fittings 

Stock  (on  1st  January  1901) 

Purchases  . . 

Sales 

Trade  Kxpen<;es 

Discounts  . . 

Bills  Receivable 


Stock  on  31st  December  1901,  1>4.Roo. 


$20,000 


$5,000 
4.260 
7.500 

1.740 

4.650 

16.210 

4.600 
5.720 


1,000 


38.430 


250 


*49.68o         $49,f>So 


Ass.t.no  that  rate  of  exchau^e  on    31st    December    1901    is    5,   that    the   average   for  the 
year  is  4-98,  and  that  the  rate  on   ,st  January  1901    (and  before)  is  5-05. 


In  the  Head  Office  Books  the  following  balances  appear  :- 
New  York  Branch     .. 
Remittance  Account.. 


;^3.96o    7  ro  dthit 
1,004    o    o  credit 


First  convert  the  dollars  into  sterling-  fixed  assets  at  «am«  ..o»»  »-  1,  r  a      • 

NEW    YORK    TRIAL   BALANCE, 
31st  December  1901. 


Head  Office  Account 

Remittance  Account  (amount  realised) 

Cash      . .  . .  ' 

Debtors 

Creditors 

Fixtures  and  Fittings 

Stock  (ist  January  i9t>i) 

Purchases 

Sales     . . 

Trade  Expenses    . . 

Discounu 

Bills  Receivable     . . 

Difference  in  Exchange 


Stock  (31st  December  1901),  ;f96o. 


£  s  d 

1 ,004  O  o 

S52  o  O 

1.500  o  o 


344  II 
920  15 

3.255  0 

I 

ID 

5 

923  15 

8 

1. 144  0 

0 

^'9.944  3 

0 

£      s    d 
3.9<x)    7  10 


200    o  o 

5.708  16  8 

50    4  o 

24  14  6 


;f9.944     3     o 
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Then  pass  the  following;  Journal  entries  in  the  Head  Office  Books  :— 

JOURNAL,  igoi. 


31st  December. 
Remittance  Account 

To  New  York  Branch  Account 


New  York  Trading  Account   . . 
To  New  York  I^ranch  Account 

Viz. : — Stock  (tst  January  1901) 
Purchases 
Trade  Expenses 


New  York  Branch  Account    . . 

To  New  York  Trading  Account 
Viz. : — Sales 

Stock  (31st  December  1901) 

Discounts 

Profit  on  Exchange 


•  • 

•  • 

•  • 

•  • 

•  • 

. . 

£9^ 

15 

10 

5.255 

0 

5 

923 

15 

8 

/5.099 

II 

n 

•  • 

•  • 

ifSwoS 

16 

8 

960 

0 

0 

50    4    o 
24  14     6 

£6,743    15      2 


New  Y'ork  Trading  Account  . . 
To  Profit  and  I^oss  Account 

(Being  Profit  on  New  York  Branch  transferred.) 


£    s   d 

1,004    o    o 


5.0QC)  nil 


6.743  15     2 


i.t*44     3    3 


£     s    d 
1,004    o    o 

5,099    U     11 


6.743    15      2 


1.644     3     3 


Dr. 


NEW  YORK  TRADING  ACCOUNT. 


1901 
Dec       31 


To  New  York   Branch  Account,  Stock 

(1st  January  igoi) 

«   Now  York  Branch  Account,  Purchases 

"  •  .        Trade  Ex- 

penses   . . 

m  Profit  and  l.oss  Account :  Not  Profit 


s    d 


920  15  10 

3.255  o  5 

923  15  8 

i.'M4  3  3 


1 6.743  15    2 


1901 
Pre.    31 


By  New  York  Branch  Account  Sales     . . 

"  »  •  Stock    . . 

«  »  •  Discounts 

•  »  m         Profit   on 

Exchange        


Dr. 


PROFIT  AND   LOSS  ACCOUNT. 


1901 

Dec    31 


By  New  York  Trading  Account  . . 


Cr. 


£     s   d 

5.708  16    8 
960    o    o 


50 

4 

0 

24 

14 

6 

£f> 

743 

15 

2 

^^^^" 

Cr. 


£     s   d 
1.644   3   3 


difference  of  21,  and  2%r  cent  re^^^^^^  ''^'  ^^ ''"  '^">'^' '^'' ^  ^'^ii  05.   luL  (at  4-98,  the  average  rate)-a 


The  Ledger  Accounts  in  the  Head  Office  Books  will  then  appear  as  follows; 


Dt. 


NEW  YORK  BRANCH  ACCOUNT. 


1901 

Jan.    I 
Dec.  31 


To  Balance  

New  York  Trading  Account 


i      s    d 


1902 
Jan.     I 


To  Balancr 


Dr. 

1901 
Dec.       31 


To  New  York  Branch  Account 


jf      s    d 

3,960    7  10 
6.743  '5    2 


£10,704    3    o 


1901 
j  Dec.  31 


4600  II     I 


By  Remittance  Account. . 

,    New  York  T.-ading  Account 

,     Balance  down,  viz  : — 

Cash  . . 

Debtors 

Bills  Received 

Fixtures 

Stock. . 


Lm  Creditors 


REMITTANCE   ACCOUNT. 


i     »   d 


852    o  o 

1,500    o  o 

1,144    o  o 

344  ««  « 

960    o  o 


4,800  II    t 
ano    o    o 


Cr 


£     •    d 

1,004    o    o 
5,099  II  II 


4,6oj  II     I 


£10,704    3    o 


Cr. 

C     s    d 
1.004    o    o 


DEPARTMENTAL   ACCOUNTS. 

Another  branch  of  the  class  of  accounts  already 
ronsi<lere(l  in  this  chapter  relates  to  the  division  of 
ihe  busine.ss  into  separate  Departments,  usually  (hut 
not  necessarily)  situated  under  the  same  roof.  The 
various  departments  of  a  large  undertaking  are 
usually  under  separate  management,  and  for  this 
rea.son  (if  for  no  other)  it  is  desirable  that  the 
accounts  shoul.l  be  framed  so  that  the  results 
achiexed  by  each  may  be  .separately  shown.  Even 
in  .smaller  undertakings  there  are  numerou.s,  and 
obvious,  advantages  to  be  derives  1  from  the 
employment  of  Departmental  Accounts. 

The.se  accounts  diflfer  from  tho.se  connected  with 
Branche.s,  in  that  the  customers  of  one  Branch  may 
be-  and  very  likely  are— <'ustomers  of  all  Branches : 
it  will  therefore  be  very  unde.siral>Ie  to  keep 
separate  Sold  Letlgers  in  respect  of  each  depart- 
ment. For  the  like  reason  there  is  usually  no 
advantage    to    be   obtaineil    from    a    departmental 


1  division  of  the  Bought  Ledger  Accounts:  it  is  far 
better  that  each  Personal  Account  should  record 
the  whole  of  the  transactions  entered  into  with  each 
particular  person.  With  regard  to  the  Nominal 
Accounts,  however,  this  is  not  the  case,  the  balance 
of  advantage  lying  in  so  analysing  all  the  .sources 
of  income  and  expenditure  as  to  enable,  at  all 
events,  a  separate  Trading  Account  to  be  prepared 
for  each  department,  if  not  a  .separate  Profit  and 
'.  Loss  Account  as  well. 

So  far  as  the  Purchases  are  concerned  this  can  be 
readily  done  by  a.lopting  a  tabular  form  of  Bought 
Bcx>k,  and  separate  Pay  Sheets  for  the  wages  paid 
in  re.spect  of  each  department.  A  convenient  form 
of  Bought  Book  is  shown  overpage,  the  various  items 
m  the  Total  column  being  postetl  to  the  credit  of 
the  various  Personal  Account?;  in  the  Bf)ught  Letlger, 
while  the  totals  of  the  various  Analytical  columns 
are  po.sted  monthly  to  the  debit  of  separate  Pur- 
chases Accounts  opened  in  respect  of  each 
Department. 
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Date 


u    . 

1'% 


Name 


B.L. 

Fo. 


Total  of 

Invoicf'S 


Depart- 

I>epart- 

IVpart- 

Depart- 

Depart- 

Depart- 

ment 

nient 

iiient 

ment 

IIHIU 

ment 

A. 

B. 

C. 

D. 

K. 

•  V. 

i     -    •) 

£     «    d 

/:  s  .1 

i  s  a 

(.   ^  a 

'I 

A  similar  fomi  ()f  ruling  may  (if  ilesired)  l>e 
employtMl  for  the  analysis  of  Sales,  bui  it  frequently 
happens  that  these  are  far  loo  niimtrous  for  this 
to  be  the  most  expeditious  mcxle  of  pnK-e<lure. 
The  invoices  for  gcwxls  sold — whether  on  credit  or 
for  cash— -  should  he  prepared  in  ihc  Sales  I)e])art 
ments,  in  dui)licaie,  hy  mi*ans  nl  ;i  carbon  sht*t't. 
In  the  case  of  Cash  Sales,  the  duplicate  will  |kiss 
in  the  first  instance  to  the  Cashier,  and  the  number 
and  amount  be  entered  upon  the  Cash  Sheet,  s(> 
that  the  Cashier's  money  may  be  checked.  The 
duplicate  is  then  passed  on  to  the  Counting  House, 
which  alsT)  receives  direct  from  the  Selling  Depart- 
ment the  dujWicates  of  the  bills  representing  Credit 
Sales.  As  each  bill  is  numbered  consecutively,  antl 
a  summary  of  the  numbers  and  amounts  kept  in  the 
Selling  Department,  there  is  nf>  difficulty  in  tra<'ing 
the  loss  or  destmction  of  a  bill,  shoulfl  it  occur.  The 
Credit  Sales  duplicates  are  passed  on  to  the  Sales 
Leilger  clerks,  who  write  them  up  in  their  respe<'tive 
Day  BfM)ks,  and  then  hand  them  to  the  Dissecting 
Clerk  ;  while  the  Cash  Sales  duprn'ales  are  written 
up  in  the  Cash  Sales  Hook  by  the  Chief  Cashier's 
assistant,  and  then  also  lianded  to  the  Dissecting 
Clerk.  It  is  the  duty  of  the  latter  t<j  analyse  both 
the  Credit  and  the  Cash  S;fles  of  each  day,  giving 
each  Department  credit  for  its  sales;  the  Dissecting 
Clerk's  total  for  the  day's  Cretlit  Sales  must  agree 
with  the  Day  Book  totals,  while  his  total  for  the 
Cash  Sales  must  agree  with  the  total  Cash  received 
by  the  Chief  Cashier  from  the  Departmental 
Cashiers.     The  entries  in  this  Analysis  l>pok  thus 


form  the  medium  for  posting  to  the  credit  of  Sales 
.Vccounts  opened  for  each  Department  the  Day's 
Sales  of  that  Department,  both  on  credit  and  for 
cash.     {c.f.  Chap.  WTII). 

It    not    infrequently    hapi>ens    that    one    of    the 
Departments  may  ha\c  occasion  to   purchase  from 
another,  as,  for  instance,  the  Drr*ssmaking  from  the 
Dra[)ery  De[)artmt'nt.     In  such  a  case  the  DrajHrr)' 
Department    treats  the  Dnssm.ikirii;   Dcpirimeni   as 
I  an  ordinary  customer  (saxt-  thai,  as  a  rule,  the  goinls 
would  l>e  charge<l  at  trade  or  cost  price),  while  the 
Dressmaking  Department  hands  over  the  invoice  to 
the  Coimting  HtHise  as  an  invoice  re>i>ecting  gootls 
[nirchased  by  it  in  the  ordinary  way.     At  the  end  of 
.rach  month   llie  total  giKMls  sold   by   each  Depart- 
ment   to   tjther  Departments    is   ascertained,    and    a 
transfer    made     debiting     the    Sales    Account    ami 
crediting    the    l*urchases   Account    of    the    Selling 
Department    with    that    amount.      The   reas<m    for 
treating  these  transfers  as  deduitiom  from  l^tircJiascs, 
1  in.steail  of  as  Sales  is  be<ause  thev  do  not  bear  the 
I  ordinary   Cross   Profit,   antl   it   is  desire«l  to   remo\e 
any   element    that  might    ten«l    to   disturb  the   per- 
centage of  gross  profit   realised  \\\y\\\  actual   sales. 
H.stablishment    expenses     of     all     kinds     would   be 
debited  to  Nominal  Accounts  in  the  usual  way.    As 
a  rule,  these  exjjenses  would  be  transferred  to  a  com- 
bined Profit  and  Loss  Account,  which  would  stand 
creditetl    with    the     gmss     profit     earned    l)y    each 
Department.      Sometimes,    h<mever,    it    is    thought 
more  cfHivenient  to  charge  the  whole — f>r  some — of 
these  Expenses  to  the  Departmental  Accounts,  in 
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which  case  the  charge  might  be  either  by  way  of 
apportioning  the  total  expenditure,  when  ascer- 
tained ;  or  the  departments  (f.r  some  of  them)  may 
be  charged  a  fixed  sum  per  annum^  in  which  case 
that  .sum  is  debited  to  them  and  creditetl  to  the 
various  general    Nominal  Accounts  concerned. 


The  following  example  shows  the  form  in  which 
the  accounts  would  be  prepared  of  a  business  divided 
into  three  departments,  two  of  which  are  Trading 
Departments  and  the  third  a  Mariufacturing 
Department. 


PROBLEM.-The  following;  is  the  Trial  Balance  of  the  books  of  A.  R.  at  30th  June  1901  :- 


Sundry  Debtors 

„       Creditors 
Plant  and  Machinerv    ... 
Bills  Payable  ...      '      ... 

„     Receivable  

Shares  in  Imperial  Land  Company,  Lim.... 
Capital  Account 
Cash  in  hand... 
Bank  Overdraft 

Rad  Debts   ;;;      ;;; 

stock  at  30  June  1900 — 
Department  A 


»» 


B 
C 


Wa^es  Productive,  Department  B 

Salaries  and  \Va.i;es  Cnproductive 

Drawings 

Advertising      ... 

Dividend  on  Shares 

Interest  to  Bank 

Commission      ... 

Kent,  Kates,  and  Insurance 

Discounts  and  Allowances 

Depreciation    ... 

Carriage 

General  Expenses 

Stationery 

Discounts  on  Purchases 


£7(yo  o  o 
320  o  o 
400    o    o 


Purchases — 

Department  A 

•  •  • 

•  •  • 

•  •  • 

2,851 

0 

0 

B 

•   •• 

•  •• 

•  •• 

821 

0 

0 

M            C 

•  •• 

•  •• 

•  •• 

2,021 

0 

0 

Sales- 

Department  \ 

•  •  • 

•  •• 

•  •• 

3.075 

0 

0 

B 

M                 C 

•  •• 

•  •  • 

•  •  • 

1.563 

0 

0 

•  •  ■ 

•  •• 

•  •  • 

3.540 

0 

0 

1,520  o  o 

1,050  O  O 

108  o  o 

250  o  o 

22  O  O 

46  O  O 


1,510    O 


5,693 


419  o  o 

322  O  O 

210  o  o 

251  o  o 

76  o  o 

142  o  o 

III  o  o 

129  o  o 

132  o  o 

103  o  o 

70  o  o 

25  o  o 


£  s  ^ 

1,346  o  o 

329  o  o 

1,625  o  o 

532  o  o 


8,178 


25    o    o 


154    o    o 


;{ 12,189      O      O    ;f  12,189      O      O 


II 
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ADVANCED    ACCOUNTING. 


The  Stock  at  30th  June  icjoi  amounted  to— Department  A,  ;^i,oo5  ;  Department  H,  £if>^  ; 
Department  C,  £^0^.  Provide  2. J  per  cent,  for  discount  on  Hook  Debts,  £"75  for  Reserve  for 
loss  through  bad  debts,  and  adjiist  in  the  year  the  proportions  of  the  following: — 


(i)  Fire  Insurance  Premiums  paitl  to  25th  March  /,'i<jo_>,  £^4.  (z)  Rent  of  works  for 
quarter  ended  _' (tli  June  i(>(ii.  /'is.  t  ;)  Telephone  rental  due  and  paid  30th  November 
uyox,  £20. 


Prepare    (u)    Trading    Accounts    for    the     Departments  A,   B,  and  C.     (/>)  Profit  and 
Loss  Account,     (c)  Balance  Sheet. 


The  following  adjustinj:;  entries  are  necessary  before  finally  closinjij  the  books  :- 


JOURNAL,  1901. 


30th  June. 

Suspense  Account..  ..  ..  ..  ..  ..  Dr. 

To  Rent,  Rates,  and  Insurance 
„  General  F^xpenses 
(Being  proportions  paid  in  advance — viz.,  say.  three-fourths  of  ^^44  equals  £^2; 

five-twelfths  of  £20  equals  £S  6s.  8d.) 


Bent,  &c.,  Account 

To  Suspense  Account 

(Being  one  quarter's  rent  of  Works  due  Midsummer  last.) 


Dr. 


Discounts  and  Allowances      . .  . .  . .  , ,  . .  Dr. 

To  Reserve  for  Discounts 
(Being    2A  per   cent,    on    Sundry   Debtors,    ;f  1,520,    reserved     to     cover     Cash 

Discounts.) 


£     «    d 

41     6     8 


Bad  Debts  ..  ..  ..  ..  ..  .. 

To  Reserve  for  Bad  and  Doubtful  Debts 

(Being  provision  for  possible  loss  by  reason  of  Doubtful  Debts.) 


Dr. 


45    o    o 


3R    o    o 


75     o    o 


£      s    d 

33    o    o 
8    6    8 


45    o    o 


38    o    o 


75    o    o 


BRANCH    ACCOUNTS,    ETC. 


Dr. 


PROFIT  AND  LOSS  ACCOUNT  for  the  Year  ended  30th  June  xgor. 


«?"*•  ^^^^  and  Insurance 

.  WaKcs  and  Salaries. . 

«  A<lvortising ' 

"  ^"*rriaKe 

•  Commission   ..        .',        \\ 
m  Stationery 

•  General  Ex|)enses    ,.        ., 

m  Bank  Interest. . 

.  Bad  Debts 

.  Discounts  and  Allowances. '. 


£  s 

123  o 

322  o 

2<il  O 

103  O 

142  O 

25  C 

6i  13 


£      %    d 


76    O    o 

121      O     O 

167    O    O 


.   Depreciation 

.    Balance  (beinu  net  profit  for  the  year") 


^  \u^iiiK  MCI  proni  ror  tne 

transferre«l  to  Capital  Account 


1.027  13    4 


364  o  o 

132  o  o 

886  6  8 

£2,410  o  o 


By  Gross  Profit  from  Trading  Account  - 
A  Department 

I     ::         ::    •• 


£    s  d 


439    o 

368    o 

1,424    o 


Dividend  ou  Shares 
Discounts  on  Purchases 


BALANCE  SHEET,  30th  June  1901. 


Capital  Accoi;nt  :— 


Liabilities. 


Balance.  1st  July  1900                   . .      j  62s 
Net  Profit,  per  Profit  and  Loss       ' 
'^«:co"nt 886 


s    d 

o    o 

6    8 


£      s    d 


Less  Drawings 


Bills  Payable 
Sundry  Creditors 
Bank  Overdraft   . . 
Suspense  Account 


2,5"    6    8 
210    o    o 


2,301 

1.346 

329 

532 


6 
o 
o 
o 
3  13 


£4.312    o    o 


AiuH. 

Plant  and  Machinery  (less  Depreciation) 
Stock  m  Trade 


Bills  Receivable  ..        

Sundry  Debts     ..        ..        r,  cU    „" 

I.«s   Reserve  for ^''^^^    °    ° 


Discounts 
Reserve  for 
Bad  Debts 


£38    o    o 
75    o    o 


Shares  in  Imperial  Land  Co.,  Lim. 
Ca.shmhand 


113    o    o 
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Cr. 


£     s    d 


2,231    o    o 

25    o    o 

154    o    o 


£2,410    o    o 


£ 
1,050 

1.675 
108 


d 
o 
o 
o 


1,407    o 
250    o 

22      O 


£4.512 


O     O 


Dr. 


TRADING  ACCOUNT  for  the  Year  ended  30th  June  1901. 


Cr, 


To  Stock  :  30th  J  une  1900    . . 

,    Purchases 

,   Wages         ..        ..        .. 

V  Gross  Profit,  transferred 
to  Profit  and  Loss  Ac- 
count        


1 

Dept.  A. 

Dept.  B. 

Dept.  C. 

£   s   d 

790   0   0 

2,851    0   0 

439   0   0 

£   s   (1 
320   0   0 
Hzi    0    0 
419    0    0 

368    0    0 

£    s    d      1 
400    n     0 
2,02I      0     0 

1,424    0    0 

£4,080  0   0 

£1,928    0    0 

£3.845    0    0 

By  Sales 

,     Stock:  30lhJunci9oi 


Dept.  A. 


£  «  d 
3,075  o  o 
1,005    o    o 


£■4,080    o    o 


Dept.  B.  Dept.  C. 


£    s    d 

1,563    o    o 

365    o    o 


£1,928    o    o 


£     s  d 

3,540    o    o 
305    o    o 


£3.845    o    o 


D   2 


.^U 


CHAPTER   VI. 


TABULAR     BOOKKEEPING. 


THE   term  "  Tabular  Bookkeeping  "   is  generally  (»bviate(l  by  the  employment  of  a  tabular  Cash  Book, 

applied  to  a  special  form  of  Ledger,  but  it  is  An    example    of    such    a    book    will    be    found   in 

equally  applicable  to  books  of  first  entry,  and  the  Chapter   XIV.,   which   deals   with  Bankniptcy   and 

advantages  of  the  system   may   l)e   as  often   intro-  Insolvency  Accounts.     Another  form,  which  may  be 

duced  at  this  point  as  in  connection  with  Ledgers,  usefully   described    here    in    greater   detail,    is   the 

Any  form  of  account  book  which  is  provided  with  ordinary  Cash  Book,   from   whi«'h  Ledger  postings 

several  columns,  in  order  to  facilitate  the  classifica-  are  made  in  detail,  with  a  large  number  of  analytical 

tion  of  the  transactions  recorded,  may  Ik?  properly  columns,  which  are  added  with  a  view  to  enabling 


stated  to  come  under  this  heading. 

TABULAR  CASH  BOOK. 

Probably  the  commonest  example  of  the  employ- 
ment of  tabular  bookkeeping  is  the  ordinary  three- 
column  Cash  Book,  which  provides  separate  columns 
for  the  record  of  transactions  with  the  Bank,  with  the 
OflRce  Cash,  and  Discounts.  The  advantages  of 
this  form  of  book  are  too  well  known  to  call  for 
any  detailed  comment.  It  may,  however,  be 
pointed  out  that,  while  the  ordinary  three-column 
Cash  Book  is  a  very  nidimentary  form  of  tabular 
b(X)kkeeping,  so  far  as  it  goes  it  well  illustrates  the 
advantages  which  the  system  offers,  as  applie<l  to 
books  of  first  entr)'.  More  elaborate  examples  of 
tabular  Cash  Books  are  found  when  it  is  thought 
desirable  to  provide  for  the  separate  balancing  of 
several  Ledgers  without  introducing  subsidiary  Cash 
Books  for  each.  Another — and  perhaps  more 
generally  used — form  is  that  which  enables  a  large 
number  of  detailed  postings  to  be  dispensed  with, 
periodical    totals    being    sub.stituted    therefor.     In 


the  various  Ledgers  to  be  balancetl  separately,  and 
also  with  a  view  to   reducing   to   a   minimum   the 
number  of  detailed  postings  that  have  to  l>e  made  to 
certain    accounts    in    which    numerous    transactions 
occur.     The    following    example,    which    gives  the 
pro  formii   ruling  of  a   Cash    Book    suitable  to   a 
large  Building  Society,  clearly  shows  h«»w  this  may 
be  accomplished.     The  only  entries  posted  in  detail 
into  the  General   Ledger  will  be  those  entered  in 
the  column  marked  "  General  Ledger."    The  others 
will  be  posted  to  the  proper  accounts  in  the  General 
Ledger  (many   of  which,   it   will   be   obsenetl,   are 
I  "Adjustment  Accounts'")    in    daily  totals  (»nly,  the 
I  detailed   postings  being  made   to   the   various   sub- 
1  sidiary  Ledgers — viz.,  "A«lvances  Ledger,"  "  Paid-up 
I  Share    Ledger,"    "  Investment  Share   Le«lger,"  ami 
j  "  DeiX)sitors'  Letlger."     The  receipts  in  re.spei"t  of 
"  Fines''  afford  an  example  of  a  class  of  transaction 
which  frequently  occurs,  and  which  is  <»nly  i)ostefl  in 
total   in   order  to   save   clerical    labour:    the    fines 
received  would,  of  course,  have  to  l>e  also  entered 
extreme  cases  (a.s,  for  example,  in  the  accounts  of  j  »"  ^he  varif)us  departmental  Ledgers,  but  they  would 
non-trading  charitable  institutions,  the   accounts  of  i  there  be  recordeil   in  memo,   only,   as    in   no   way 
trustees  in  bankruptcy,  and  the  like)  the  necessity  |  affecting  the  balances  outstanding  on  the  various 
for  the  employment  of  a  Ledger^may  be  "entirely  j  members'  accounts. 


TABULAR    BOOKKEEPINQ. 
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Before  leaving  this  branch  of  the  subject,  it  may 
be  added  that  in  many  trading  concerns  it  will  be 
found  convenient  to  add  an  extra  column  upon  each 
side  of  the  Cash  Book  for  the  record  of  Cash  Sales 
and  Cash  Purchases  respectively,  as  by  this  means 
postings,  in  weekly  or  monthly  loUls,  may  be  sub- 
stituted for  a  large  number  of  detailed  iKJstings  upon 
each  side.      Similariy,   if   transactions   in    Bills   are 
very  numerous,  it  will  often  be  found  convenient  to 
add  an  additional  pair  of  columns  for  "  Bills  Pay- 
able "    and    "Bills  Receivable"    respectively,    more 
e.si>e<-ially  if  the  Bill  Book  be  extended  into  a  "  Bill 
Ledger,"  as  in  that  case  the   Bill   Ledger  may  be 
readily  balanced  separately. 

TABULAR  JOURNAL. 

Passing   on    to  other  books    of  first    entry,    the 
ordinary   form   of    Purchases   Book,    with  Analysis 
columns  for    each    department,   is,  of   course,   an 
example  of  Tabular  Bookkeeping,  and  the  ordinary 
form  of  Bill  Book  is  another  example.     It  is,  how- 
ever, only  thought  necessary  to  illustrate  one  form 
of  ruling  under  this  heading,  as  showing  the  develop- 
ment of  which  the  tabular  system  is  capable.    The 
form  given  overpage  will  be  found  particularly  useful 
to  Agents  and  others  who  have  occasion  to  buy,  or 
sell,    goods,    or    to    incur    expenses    on    behalf    of 
numerous  other  persons,  as  it  automatically  ensures 
the  debiting  of  some  person  or  persons  with  the 
full   amount   of  each  liability   incurred.     It   is,  of 
course,   purely  a  question  of  convenience   whether 
the  accounts  to   be  debited  be  placed   in   columns 
and  the  accounts  to  be  credited  in  lines,  or  whether 
the  accounts  to  be  credited  be  placed  vertically  and 
the  accounts  to  be  debited  horizontally.     In  prac- 
tice, however,  it  will  generally  be  found  desirable 
to  place  the  largest  number  upon  horizontal  lines, 
with  a  view  to  reducing  to  a  minimum  the  number 
of  columns  required. 
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ADVANCED    ACCOUNTINQ. 


EXAMPLE: 

FORM     OF     EXPENSES     JOURNAL 
suitable  for  Agents,  etc. 

is  so  considerable  that  a  Ledger  kept  upon  the 
ordinary  lines  could  not  be  very  readily  balanced, 
and  the  tabular  form,  each  page  of  which  is  capable 

8 

B 
O 

Z 

Account 

to  be 
Credited 

Fo. 

Amount 

of 
Invoice 

Accounts  to  be  Debited 

of  being  balanced  separately,  is  therefore  more  con- 
venient. The  essential  principle  is  that  of  dividing 
the  Ledger  into  pages  (or  groups  of  pages),  not 
according  to  the  transactions  with  each  of  the  various 
persons  concerned,  but  according  to  the  date,  or 
period,  covered  by  these  transactions.  That  is  to 
say,  a  folio  (or,  if  necessary,  a  number  of  folios)  is 
set  aside  to  record  all  the  transactions  of  a  certain 
nature  during  a  certain  prescribed  period;  the 
period  will  naturally  vary  according  to  the  nature 
of  the   undertaking,  but   whatever  period   may   be 

S 

A 

B 

C 

£sd 

D 

E 

F 

£sd 

£  s  d 

£sd 

£sd 

£sd 

£sd 

\ 

i 

Fo. 

Fo.      Fo. 

Fo. 

Fo. 

Fo. 

TABULAR    LEDGER. 

The  most  important  developments  of  the  Tabular 
System   are,    however,    to   be   found    in  connection 
with  Ledgers.     Leaving   upon  one   side  the   rudi- 
mentary forms  of  Tabular  Ledger  that  have  already 
been  mentioned,  the  varieties  in  general  use  may  be 
divided  into  two  classes.    The  first  class  is  suitable 
for  the  record  of  transactions  when  the  number  of 
Personal  Accounts  is  very  considerable,  and  when 
only  one  such  transaction  occurs  with  each  person 
during  a  specified  limit  of  time.     These  conditions 
apply  to  Rent  Accounts,  the  Rate  Accounts  of  Local 
Authorities,     Subscription     Accounts     of     various 
Societies,  Accounts  for  Gas,  Water,  Electric  Light, 
Telephone  Rent,  and  the  like.     In  all  these  cases 
the  number  of  separate  Personal  Accounts  required 

covered,  all  the  transactions  that  occur  within  that 
time  (and  which  are  of  such  a  nature  as  to  be 
recorded  in  this  Ledger  at  all)  are  entered  upon  the 
page  (or  series  of  pages)  dealing  with  that  particular 
period.  These  pages  are  ruled  in  columnar  form, 
so  that  a  separate  line  may  be  devoted  to  each  per- 
son, and  a  separate  column  to  each  class  of  transac- 
tion that  may  have  to  be  recorded ;  or  sometimes  it 
may  be  convenient  to  reverse  the  process,  and  to 
assign  a  column  to  each  Personal  Account  and  a  line 
to  the  record  of  each  separate  item  in  that  account. 
As  a  rule,  however,  the  first-named  is  the  more  usual 
course.  It  is  not  thought  necessary  to  give  numerous 
examples  of  Tabular  Ledgers  coming  under  this 
heading.  The  following  will  clearly  explain  the 
working  of  the  system,  whatever  may  be  the  exact 
nature  of  the  transactions  to  be  recorded. 

EXAMPLE: 


FORM    OF   TABULAR    LEDGER    (Suitable  for  a  Water  Company). 


Arrears 

31/12/02 

=C6 
.JU. 

.\rrears 
CoUcfd 

ti 

No.    in 

Street  and 

Name 

Rate'ble 
Value 

.Annual 
Rent 
(for 

Water) 

Extras 

U 

Allowances, 
Vacancies, 

Amount  and  Bad  Debts 

ReciVd 

Arrears 
3i/ia/o3 

(Tlie  tike  par- 
ticulars for  1904) 

(The  like  par- 
ticulars for  1905) 

Arrears 

3i/"/o5 

i 

< 

Amount 

£  s  d 

£  s  d 

£  s  d 

£  s  d 

£  s  d 

£  s  d 

£  s  d 

£  »  d 

£  •  d 

NOTES :— A  separate  line  to  be  devoted  to  each  Account. 

The  name  0/  each  Street  to  be  written   across  the   column    marked  " No.  in  Street  and  Name"  and  the 

various  accounts  in  that  Street -to  be  written  thereunder. 
If  the  rate  is  payable  half-yearly,  two  lines  should  be  devoted  to  each  Account, 


TABULAR    BOOKKEEPING. 
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It  will  be  seen  that,  under  this  system,  the  total 
of  each  of  the  various  columns  is  capable  of  being 
agreetl  with  known  facts,  and  these  totals  having 
been  so  agreed,  the  exact  balancing  of  the  Ledger 
as  a  whole  follows  as  a  matter  of  course,  if  the 
various  additions  and  cross-additions  have  been 
cc.rrectiy  m.ide.  If  any  difference  occurs  it  must  be 
due  to  a  mistake  in  addition,  and  that  mistake  can 
be  readily  located  on  to  a  single  page.  Tabular 
Ledgers  may  therefore  l)e  ver>'  easily  balanced 
exactly,  even  if  the  number  of  separate  accounts 
should  run  into  several  thousands. 

From  what  has  been  .stated,  it  will  be  seen  that 
Tabular  Ledgers  have  their  limitations,   and   that 
the   form   so  far  describetl    is   only    suitable   when 
there  is  but  one  debit  (or  possibly  two)  to  be  made 
to  each  person   during  the  period  coNcred  by   the 
Ledger  *>pening.     Up  to  a  certain  extent,  the  appli- 
cation   of    the    Tabular    System    may    be    slightly 
extended  to  deal  with  exceptional  cases  by  leaving 
three  or  ftiur  lines   to   an   account;   but,  .speaking 
generally,   if  there   is   more   than   one   debit  to   an 
account  in  each  period,  the  system  is  not  suitable. 
There   is,   however,   nothinj,'     (save   the   question 
of  convenience)   to   prevent    the    period    selected 
for  a  Letlger  opening  being  made  as  shcjrt  as  may  be 
thought  desirable,  but  the  considerable    labour  of 
re-writing  all    the    names    each    time   a    new    set 
of     folios     has    to     be    brought     into    operation 
naturally  imjxises  a  limit  iii);)n  development  in  this 
direction. 

An  especial  .idvantage  of  Tabular  Ledgers  is 
that,  inasmuch  as  a  great  number  of  Personal 
.Accounts  lie  upon  the  same  folio,  and  as  the  state 
of  each  account  can  be  ven'  readily  perceived,  this 
system  affords  great  facilities  for  the  collection  of 
outstanding  debts.  Under  some  circumstances, 
therefore,  it  may  be  thought  desirable  to  extend  the 
system  in  directions  which  frimd  facie  do  not 
appear  to  be  very  suitable— c.^.,  to  the  accounts  (or 
some  portion  of  the  accounts)  of  ordinary  traders 
whose  dealings  with  their  customers  are  at  frequent, 
but  irregular  intervals.     The  Tabular  System  may- 


be applied  to  the  requirements  of  such  cases  by  the 
employment   in   the   first  instance  of  a   Subsidiary 
Ledger  to  collect  the  various  entries  to  the  debit  of 
each    customer,    the   totals   being   then    transferred 
into  the  Tabular  Ledger  when  a  periodical  statement 
of  accounts  is    rendered.      This    form   of   Tabular 
Ledger   is    very    suitable    to   such    undertakings  as 
Collieries,  which  as  a  rule  render  daily  invoices  in 
quantities   only,    the  monthly  statement  of  account 
being  the  only  priced  invoice  which  is  forwarded  to 
the  customer.    In  such  a  case  the  Subsidiary  Ledger 
might  record  the  various  deliveries  to  the  debit  of 
the  customer   in   quantities  only,  and   the   Tabular 
Ledger  might  be  brought  into  play  to  record  the 
actual  debit  in  money  when  the  monthly  statement 
IS  sent   out.      As   such   monthly   statements   would 
under  normal   circumstances  be   supplied  at  stated 
intenals,  a  Tabular  Ledger  devoting  a  separate  set 
of  pages  to  each  month  might  be  found  useful  in 
this  connection. 

Another  form  of  Tabular  Ledger  that  is  some- 
limes  handy  to  the  professional  man  is  one  which 
deals  with  all  bills  delivered  to  clients.    A  consider- 
able  proportion    of   these    bills    will    doubtless  be 
settled  by  remittances  within  a  comparatively  short 
space  of  time,  and  these  may  be  definitely  disposed 
of  in  the  Tabular  Ledger  at  once.    Others,  however, 
will  remain  outstanding  for  longer,  or  will  have  to 
be  settled  '•  in  account »  with  other  transactions,  and 
these,    inasmuch    as    they    cannot    be   conveniently 
dealt  with    under   the   Tabular   System,   might   be 
readily   transferred   from    the    Tabular  Ledger    to 
another    upon    the    old-fashioned    lines,    and    there 
dealt  with  in  due  course.     If  the  number  of  transfers 
that  had  to  be  made  for  these  reasons  was  incon- 
siderable,   the  employment   of  a    Tabular    Ledger 
would  undoubtedly  be  found  advantageous,  in  that, 
while    involving    somewhat    less   labour    than    the 
writing  up  of  a  Bill  Book  and  the  posting  of  the 
various   items   to  Ledger  Accounts,  it  enables  the 
coUection  of  outstanding  accounts  to  be  far  more 
readily  supervised  than  would  be  the  case  ^^th  the 
old-fashioned  Ledger.    A  form  of  ruling  designed  to 
meet  these  requirements  is  given  overpage. 
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Another  developraent  of  the  Tabular  System  with 
regard  to  Ledgers  is  often  applied  (although  per- 
haps unconsciously)  to  the  N(jminal  Ledj;er,  or  to 
Nominal  Accounts  in  a  Trivate  (or  (leneral)  Ledger. 
With    a    view    to  keeping    the    number   (jf    different 
Nominal    A<counls    within   reasonable  limits,    it    is 
ijflen  cuslomar)    to  pust  somewhat  different  classes 
of  e.\i)endilure  to  the  siime  account;  e.g.,  under  the 
heading  of  General  ExjK'nses,  or  Trade  Kxi)cnses, 
the    most   diverse    items    will    often    be    included. 
Further  <lassiiicalion  of  these  various  items  is  pro- 
bably unnecessary  for  the  purjKtse  of  compiling  the 
usual  I'nifit  and   Loss  Account ;    but  for  statistical 
purix)ses     totaJs     of    iletailed     exjienditure     under 
different  classes  may  l>e  required,  which,  with  the 
normal  form  of  Ledger,  can  only  be  obtained  by 
"dissecting"    the  various    Nominal    Accounts.      Jf, 
however,  each  of  these  accounts  be  provided  with 
several  Money  columns,  this  dissection  may  be  made 
continuously  as   the  Ledger  is  posted,   and  is  not 
merely  readily  available  at  the  close  of  the  llnancial 
year,  but  also  at  any  time  up  to  date.     Tabular 
Nominal    Ledgers   upon  these  lines  are   esi)ecially 
convenient    where    a    great     number    of    separate 
Trading  Accounts   are   desirable   for   the   different 
departments.      They   will   also   be  found   useful    to 
merchants  in  connection  with  Consignment  Accounts 
of  more  than    ordinary  complexity,  to    publishers 
who  may  wish  to  show  separately  the  results  of  each 
work  produced,  and  to  others. 

The  second  main  type  of  Tabular  Ledger  differs 
essentially  from  the  preceding.  Hitherto  a  form 
has  been  dealt  with  which  greatly  facilitates  the 
handling  of  a  large  number  of  individual  accounts, 
but  whi«h  is  not  suitable  where  there  are  a  great 
number  of  transactions  at  irregular  intervals  with 
the  same  person,  or  where  the  necessity  arises  to 
dissect  in  considerable  detail  the  total  debit  to  the 
Personal  Account.  If,  however,  the  position  of 
affairs  is  reversed,  and  a  very  detailed  analysis  of 
the  total  debits  is  required  without  any  very 
great     number     of     Personal     Accounts    being 


affected,   the  Tabular  System   may  still  be  applied 
with  advantage.    The  most  notable  instance  of  such 
application  is   in   connertion    with    the  accounts   of 
hotels,  where  the  debits  to  the  various  visitors  have 
to   be  dissected   c»vcr  a   great  number  of  Nominal 
Accounts.     Here,  however,  the  inevitable  limitation 
of  the  Tabular  System  retains  its  hold  to  this  extent, 
that  only  one  entry  of  exactly  the  same  kind  can  be 
conveniently  rei-on led  up.n  the  same  Let Iger  open- 
ing.    Consequently,    in   order  to  meet  the  require- 
ments of  the  altered  i)ositi(^n,  it  becomes  necessary 
U)  reiluce  the  i>cri(jd  that  can  be  covered  by  a  single 
oi>ening  of  the  Let  Iger,  the  ordinary  i>eriod  covereil 
in  thecase  of  an  Hotel  Led^-er  kept  upon  the  Tabular 
System  being  a  single  day.     The  shortness  of  this 
I>eriod  dcjes   not,  however,  cause   any   very   sericjus 
inconvenience,   because  in  any  event  the   majority 
of  visitors  do  not  make  a  protracted  stay,  and  their 
accounts   will    therefore    under   any    circumstances 
only  cover  a  comparatively   short   space   of  time; 
and   because,  further,    the   exigencies   of   this   par- 


ticular industry  ne(!essilate  the  Personal  Account  of 
each  visitor  being  invariably  kept  up  tcj  date  hour 
by    hour,    which    Wijuld   l>e    imj>t,.ssible    unless   the 
Letlger  were  also  used  as  a  book  of  first  entry.   The 
I  form  ordinarily  adopted  under  these  circumstances  is 
I  thus  upon  the  lines  of  the  example  shown  overpage. 
In  fomparatively  small  hotels  it  is  desirable,  if  jws- 
!  sil>Ie,  to  make  the  Ledger  oj^enings  of  sufficient  size 
\  to  cover  all  the  transactitjns  of  one  day  ;  but  if  there 
are  more  than  about  30  visitors  at  a  time  this  is 
impracticable,  and   two  or  more   oi>cnings  must  be 
:  employed  and  the  cross-totals  carried  lorAvard.    The 
j  totals    of    the    Nominal    Accounts    may    Ije  either 
carried  forward  from  day  to  day  and  jxisted  direct 
into  the  Nominal  Ledger  monthly,  or  they  may  be 
abstracted  daily  into  a  Summary  litMjk,  and  from 
there  posted  monthly  into  the  Ntjminal  Ledger.    As 
a  rule,  the  latter  will  be  found  the  most  convenient 
course    to    pursue,    both    because    it    reduces   the 
number  of  cross-casts  and  on  account  of  the  utility 
of  the  Summary  Book  for  statistical  purposes. 
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Tabular  Ledgers  upon  somewhat  the  same  lines 
as  the  preceding  may  be  used  by  many  domestic 
tradesmen  with  advantage,  and  are  in  point  of  fact 
in  ver>-  general  use  in  the  Dairy  and  Bakery  trades. 
Occasionally   it    may    be    found    advantageous   to 
employ   some   modification  of  the   Tabular  System 
in    connexion    with    the    accounts    of    Butchers, 
Clrocers,  and  others,  and  in  this  connection  it  should 
be  remembered  that  the  abolition  of  the  Day  Book 
effects   a   veiy   material  saving   of  clerical    labour, 
which   will   go   far   towards   compensating   for   any 
additional   trouble  that  the  keeping  t.f  the  Ledger 
may  email.     The  accurate  keeping  of  a   Tabular 
Ledger    requires,    however,    a    certain    amount   of 
technical   training  on  the  part  of  the  lx)okkeei)er, 
which  may  often  militate  against  its  employment  by 
traders  of  this  description. 


SUMMARY. 

To  sum  up,  it  will  be  ob.servc<l  that  under  favour- 
al>le   circumstances     the     Tabular     Ledger  greatly 
facilitates  the  keeping  of  accounts  upon  such  lines 
that  they  are  always  up  U>  date  and  may  be  readily 
balanced  exactly,  while  at  the  same  lime  itesi>ecially 
lends    itself    to    a    detailed    analysis    of    \<,minal 
Accounts,    which    is    generally    very    desirable    and 
often  absolutely  essential.    A  very  imjx.rtant  appli- 
cation of  the  system  arises  in  connection  with  the 
issue  of  Capital  by  Joint-Stock  Companies,  and  the 
issue  of  Loans  by  Local  Authorities.   This,  however, 
will  be  found  to  be  dealt  with  separately  in  Chapter 
L\.     The    careful    stu«lent   will    doubtless   be  able  i 
to      imagine     circumstances,      other     than      those  ! 
enumerated,  in  which  the  adoption  of  the  Tabular 
System,  either  to  Ixjoks  of  first  entry  or  to  Ledgers, 
is   very  desirable.     It  is,  however,  well  to  add  a 
word  by  way  of  caution   as   to   the  circumstances 
under  which  this  system  is  not  applicable.    Shortly, 
it  may  be  stated  that  when  the  transactions  occur 
at  irregular  intervals,  and  are  of  such  a  nature  that 


they  require  to  be  recorded  in  the  Ledger  in  con- 
siderable detail,  and  in  particular  when  (owing  to 
the  nature  of  the  business)  it  is  essential  to  be  able 
to  follow  the  transactions  with  each  separate  person 
in  the  order  of  their  occurrence,  the  Tabular  System 
is  inapplicable.     It  may  be  also  added  that,  save 
for  the  purpose   already  mentioned    in    connection 
with  a  N(,minal  Ledger,  the  Tabular  System  cannot 
with  advantage  be  applie<l  to  either  Real  or  Nominal 
Accounts,  as   it  is    essential  that  these    should    be 
recorded  in  the  Ledger  with  a  certain  amount  of 
detail  attac-hed  to  each  item.     It  is  also  desirable  to 
aN'oid    any   form    of    Tabular    Bookkeeping    which 
involves  the  mixing  up  of  cash  entries  with  entries 
that  have  nothing  to  do  with  cash.     Consequently  a 
book  of  first-entry  ui>on  Tabular  lines  which  deaLs, 
under  appropriate   columns,   with   all  transactions, 
whether  cash  or  otherwise,  is  an  undesirable  one, 
in    spite    of   the    fact    that    it    is    very    frequently 
adopted  by  both   solicitors  and   auctioneers.     The 
!  danger  of  employing  this  fonn  of  book  in  such  cases 
I  IS  that,  if  entries  not   relating   to  cash   should   be 
I  l>lace.l    in    the  Cash    columns,    or    if   cash    entries 
should  not  be  placed  in  the  Cash  columns,  serious 
mistakes  may  easily  arise,  and  also,  unless  the  entries 
are    very    carefully    verified,    frauds    might    remain 
undetected.     If  the  Tabular  System  be  applietl  to 
bix.ks  of  first-entry  it  is  imi»rtant  that  each  of  such 
books  should  in  the  first  instance  be  so  arranged  as 
to   only  deal   with   transactions   of  a  more   or  less 
similar  class.     For  example.  Goods  B.uight,  Goods 
Sold,  Bills  Receivable,  Bills  Payable,  and  Cash,  may 
each  form  a  suitable  subject  for  a   book  (jf  first- 
entry  upf)n  I'abular  lines;   but  no  two,  or  more,  »,f 
these  should  be  combine*!  in  the  same  Ixjok.     It  is 
all    the  more    important    to    emphasise  this    point, 
because     the    combination     already     referred     to 
undoubtedly   effects    a   material    saving   of   clerical 
labour,  which  would  be  extremely  advantageous  r!id 
it  not  involve  even  more  serious  disadvantages. 


CHAPTER    VII. 


STOCK    ACCOUNTS,    AND    STORE    ACCOUNTS. 


IN    some    ohl  fa.shidiit-tl   wnrks    upon    Ixjokkcepiiig 
fro  forma  examples  of  a  merchant's  accouiu.s 
will    be   fuuiul,  in    which  each    separate  i)arcel    of 
goiKls  is  provided  with  a  separate  Ledger  Account, 
which   is   debited   with   the   cost  and   credited  with 
the  proceeds  realised  upon  the  sale  of  that  parcel. 
With  accounts  so  kept,  the  gross  profit  is  arrived  at 
by  bringing   together  the  credit   balances  of   the.se 
various  accounis,  and  the  exact  manner  in  which  the 
total  gross  profit  has  been   earned  can   be   readily 
perceived.     Il  is  safe  to  say,  however,  that  it  is  only 
in  very  theoretical  text-books  that  anything  <if  the 
kind  can  be  really  attempted.     K\eii  if  the  auKtunt 
of  detailed  work  involved  did  not  render  the  cost  of 
carrying  out   such  a   system   prohibitive,   there   are 
ver)-  few  businesses  in  which  it  would  be  practicable 
to  so  ear-mark  the  goods  Ixnight  and  sold  as  to  thus 
keep  tally  of  them  from  the  moment  that  they  «\ime 
inl(}  the  place  to  the  moment   that   they  went   out  | 
again.    Some  traders  who  deal  in  articles  of  consider- 
able value — e.g.,  jewellers — are,  however,  comi>cllcd 
to  keep  a  very  strict   account  of  their  slock.      But 
although    the   principle   previously  described  is    to 
some  extent  followed,  no  attempt  is  ma<le  to  open 
a  separate  Ledger  Account  in  respect  of  each  article, 
the  Tabular  System  being  employed  instead,  which 
effects  an  enormous  saving  of  time,  and,  moreover. 


enables  the  actual  position  of  affairs  at  any  time  to 
be  more  readily  appreciated. 

But  although  it  is  the  exception  rather  than  the 
rule  for  a  strict  account  to  be  kept  of  the  various 
("ommodities  bought,  s«»Id,  and  consumed,  in  all 
c-ases,  some  sort  of  an  account  is  necessary  to  avoid 
waste  and  to  detect  leakage.  The  various  plans 
adoptefl,  suited  to  the  requirements  of  different 
untlertakings,  will  be  considered  in  the  present 
chapter. 

JEWELLERS'  STOCK  ACCOUNTS. 

It  has  already  been  staled  that  jewellers  and 
others  ilealing  in  article.s  (»f  considerable  intrinsic 
value  keep  an  accurate  at'count  of  such  articles  ujion 
the  Tabular  System.  These  Strx-k  Accounts  form 
nti  part  of  the  .system  of  double-entry,  but  are  sup- 
plemental thereto,  confirming  b<ith  the  dross  Trofit 
and  the  Stock-in-Hand,  and  enabling  any  dis- 
<re])ancies  in  either  to  be  fully  tra«ed.  The  sl(M'k 
is  usually,  in  the  first  instance,  groui>ed  under  con- 
venient general  headings,  and  a  separate  Stock 
Bf)ok,  or  a  separate  section  in  the  same  Stock  Book, 
employed  for  each.  A  convenient  form  of  ruling  is 
that  }.;iven  overpage,  although  the  sj)ecial  recjuire- 
ments  of  each  business  may  involve  some  slight 
modification. 
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JEWELLERY     STOCK     BOOK. 
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The  working  of  this  book  will,  it  is  thought,  be 
perceived  without  difficulty.     At  the  commencement 
of  each  financial  period   the   amount  of   Stock-in- 
Hand  (as  per  inventory)  is  entere<l  up  in  the  Money 
column  provided  for  that  purpose.     The  purchase 
invoices  are  next  analy.sed,  and  particulars  inserted 
in  the  "  Purchases  "  column  of  all  additions  to  stock, 
reference  being  made  in  the  column   provided  for 
that  purpose  to  the  invoice,  or  to  the  folio  in  the 
Invoice  Book.     The  total  of  this  column  for  any 
period  should  agree  with   the  total   Purchases,   as 
shown  by  the  Invoice  Book,  and  in  order  to  check 
the  accuracy  of  the  Stock  Book  these  totals  should 
be  agreed  at  least  monthly.     Each  article  as  put 
into  stock   is  provided   with   a   Reference  Number 
(which  agrees  with  the  Stock  Book  number),  ^  that 
the  salesmen   can  at   all   times   ascertain    the  cost 
thereof   ami    where  it   was  purchased.     Whenever 
goods  are  sold— whether  for  cash  or  on  credit— the 
Reference  Number  is  note<l  in  the  Cash  Sales  Book 
(or  the  Day  Book,  as  the  case  may  be),  and  from 
these  books  the  third  and  fourth  Money  columns 
of    the    Stock   Book    are    compiled.      The    fourth 
Money  column  contains  the  price  reali.setl  for  the 
goods,  and    the   total   of   this   column   should    be 
agreeil   monthly  with   the   Sales   effected.      In  the 
third  column  is  inst?rted  the  cost  price  of  the  goods 
as  sold— that  is  to  say,  whenever  the  selling  price  of 
an  article  is  inserted  in  the  fourth  column  the  cost 


I  price  is  simultaneously  inserted  in  the  third  column. 
It  may  be  added  that  this  column   is  not  always 
,  employed  in  practice;  but  it  is  especially  convenient 
because  the  difference  between  the  third  and  fourth 
columns  at  any  time  represents  the  gross  profit  on 
goods  s(jld,  and  should  be  capable  of  exact  agree- 
ment  with  the    gross    profit    arrivetl    at  from    the 
financial  books,  while  the  difference   between   the 
first  and  second  columns  added  together  and  the 
third  column  should  at  all  times  equal  the  cost  pric« 
of  the  goods  remaining  on  hand.    At  the  close  of 
the  period  these  differences  are  extende^l  into  the 
I  last  column,  which  should   agree  exactly  with  the 
inventory    prepared    at    stock-taking.      The    more 
valuable  commodities  will,  of  course,  require  check- 
ing much  more  frequently  than  the  annual   .stock- 
taking, and  it  will  be  seen  that  this  system  lends 
itself  to  the  stock  of  the  more  expensive  classes  of 
goods  being  verified  at  any  time— if  necessary  daily. 
In  every  case  there  will  probably  be  some  articles 
stocked  of  a  comparatively  small  value,  which  it  is 
not  thought  desirable  to  check  in  such  detail  as  that 
described.     These  will  be  groupe<J  under  convenient 
de.scriptions,  and  all  articles  of  the  same  description 
might  be  marked  with  the  same  reference  number, 
provide<l,  of  course,   their  cost   and   selling  prices 
were  the  same.     In  other  cases  it  may  be  thought 
sufficient  to  keep  tally  in  quantities  only;   but  this 
is  not  recommended,  as  the  amount  of  trouble  saved 
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is  no  compensation  for  the  loss  of  a  direct  and  abso- 
lute check,  which  is  inevitable  if  there  be  anv 
material  departure  from  the  sytem  of  marking  each 
item  of  the  stork  with  a  reference  number.  If  the 
cheaper  items  of  the  same  value  be  grouped,  a 
sufficient  "compression"  of  the  system  will  he 
effected  tf>  reasonably  answer  all  practical  purposes. 

CELLAR   STOCK   BOOKS. 

Another    class   of    stock    which    it    is    generally 
desirable  to  check  in  full  detail  is  that  contained  in 
the  cellars  of  wine  merchants,   hotel   keepers,   iVc. 
Here,  however,  it  is  not  generally  either  practicable 
or  desirable  that  the  Stock   Accounts   should    deal 
with  money.     In  the  case  of  wine  merchants,   the 
blending  and  bottling  operations  would  make  such 
calculations     a    matter    of    considerable     intricacy, 
while  per  contra  the  selling  price  would  by  no  means 
necessarily    be    the  same    to    every    customer,   and 
would  probably  vary  considerably  according  to  the 
quantity  booked  at  the  time  the  sale  was  effected. 
With   hotel   keepers  the   need  for  a  careful   check 
upon  the  money  does  not  exist  in  connection  with 
the  check  upon  the  stock,  in  that  the  same  person 
would  never  under  any  circumstances  be  responsible 
for  both  stock  and  money  ;  while  the  Gross  Profits 
are  not  cut  so  fine  as  to  make  it  worth  while  to  com- 
pile detailed  information  as  to  the  amount  of  profit 
earned     upon     each     bottle     sold.       Cellar    Stock 
Accounts     are     accordingly     simplified     in     some 
respects ;    but,  on  the  other  hand,  the  transactions 
are  probably  verj-   much   more   numerous,   so   that 
greater  difficulty  arises  in  checking  them  with  the 
financial  btjoks  from  time  to  time.     It  is  best,  there- 
fore, to  provide  a  separate  column  for  each  day  of 
the  month,   .so   that   the   amount   taken  out  of  the 
cellar  upon  each  day  may  be  separately  agreed.   The 
purchases  will  be  much  more  rare  in  comparison, 
and  one  column   per  month   will  therefore   suffice, 
particularly  if  a  Date  column  be  added  to  facilitate 
reference.    A  convenient  fomi  of  Cellar  Stock  Book 
is  given  below  :  — 
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BULK  STOCK  BOOK. 

The    form  of    Stock    Book  given    above    relates 
exclusively  to  bottles  and  half-bottles.     With  regard 
to  liquor  kept  in  bulk,  a  somewhat  diflferent  form  of 
IxKik  will  be  found  preferable.     Here  the  number 
of  different  items  of  which  tally  has  to  be  kept  is 
pn»bably  not  very  numerous,   while  the   number  of 
transactions   in  respect  of  each   item  may  be  con- 
siderable.   For  example,  the  contents  f.f  a  butt  will 
not    by    any    means    necessarily    be    completely 
exhausted  before  fresh  liquor  is  put  into   it;  and, 
indee<l,    it    is   probable  that   as   a    rule   su<  h   butts 
would    be    continually    replenished,    partly    with 
a  view  to  improving  the  quality  and  partly  with  a 
view  to  keeping  it  uniform  over  an  extended  period. 
The  Tabular  System   does   not   lend    itself   to   the 
record  of  transactions  of  this  description,  and  it  is 
best,  therefore,  to  fall  back  upon  the  ordinary  ol<l- 
fashioned    Ledger    Account,    opening    a     separate 
account  in  respect  of  each  butt,  debiting  it  with  all 
quantities  put  in,  and  crediting  it  with  all  quantities 
taken  out.     Additions  which  are  direct  purchases 
may  be  conveniently  entere<l  in  black  ink  (with  the 
necessary  reference  to  the  invoice),  while  additions 
extractejJ  from  other  sources  already  in  stock  should 
be  inserted  in  red  ink.     Per  contra  quantites  taken 
out  not  for  immediate  sale  should  be  also  entered 
in  red  ink,  the  corresponding  debit  being  either  to 
the  Ledger   Account    of  another    butt,   or    (if    the 
quantities  have  been  bottled)  to  the  debit  side  of  the 
Cellar  Stock   Book;    while  if  the  quantities  have 
been  sold  without  being  bottled,  the  entry  should  be 
made  in  black  ink  and  the  reference  passed  to  the 
Day  Book.     As  all  the  transactions  in  the  pre.sent 
work  are  dealt  with  from  a  bookkeeping  point  of 
view,  it  is  unnecessary  to  more  than  mention  in  pass- 
ing that,   wherever  blending  operations  are  under- 
taken,   they    should    be    performed    by    someone 
entirely  tnistworthy,  so  that  accurate  accounts  may 
be  kept  of  any  increase  in  the  bulk  arising  from  the 
addition  of  water.     The  stock  in  bulk  can  only  be 
actually  ascertained  by  periodical  gauging,  and  as 
a  rule  it  is  not  convenient  that   this  should   take 


place  at  very  frequent  intervals.  The  result  is  that 
the  check  upon  liquids  in  bulk  is  at  all  times  neces- 
sarily somewhat  incomplete,  more  especially  bearing 
m  mind  the  fact  that  a  certain  amount  of  wastage 
must  be  allowed  for  on  account  of  evaporation. 

BAR  STOCKS. 

On  the  other  hand,  when  stock  has  to  be  kept  of 
the  contents  of  bars,  or  other  places  where  bulk  is 
"  l)roken  "  through  the  goods  being  sold  by  the  glass 
or  other  measure,   no  waste  ought  to  occur,  as   in 
measuring  out  liquids  full  measure  is  never  given, 
so  that  at  least  the  whole  of  the  nominal  contents  of 
the  receptacle  ought  to  be  accounted  for.     These 
remarks    apply    even    where  what    is    calietl    "full 
measure  "'  is  the  custom,  because  a  liquid  measure 
is  never  absolutely  drained,  so  that  the  amount  that 
goes  out  of  a  Iiqui<l  measure  is  never  quite  so  much 
as  its  theoretical  contents.     Liquid  stocks  thus  pos- 
sess a  tangible  advantage  over  solid  stocks,  which, 
when  sold  by  weight,  must  in  all  cases  be  slightly 
over  measure,  in  order  to  afford  the  "  turn  of  the 
scale";    and   the  smaller  the  quantities  sold   at  a 
time,  the  greater  the  wastage  arising  from  this  cause 
will  be.    With  regard  to  the  checking  of  bar  stocks 
generally,    it    is    not    practicable    to    employ    any 
tabular  form  of  Stock  Book,  because  it  is  practicallv 
impossible  to  keep  a  strict  account  of  the  price  of 
the  various  items  sold.    A  far  simpler  and  equally 
effective   method    is   to    take   an  inventory    of  the 
contents  of  the  Bar  at  frequent  intervals,  say  once  a 
week  at  least,  and  to  charge  up  the  contents  at  sell- 
ing price.    Any  additions  to  stock  during  the  week 
should  be  added  to  the  original  inventory  at  selling 
price,   and    the   difference    between    the    figure   so 
arrived   at   and  the   selling   price  valuation   of  the 
stock  on  hand  at  the  end  of  the  week  should  repre- 
sent the  cash  takings  of  the  Bar  during  the  period. 
It  is  not  usual  to  discuss  any  small  discrepancies, 
either  one  way  or  the  other ;   but  bar-keepers  who 
continually     show     a     deficiency     of     stock     are 
superseded. 
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GENERAL   TRADE    STOCKS. 

In  the  preceiling  paragraph  a  method  of  keeping 
an  accurate  check   upon   stock  without  going  into 
details  has  been  described.     This  system  is,  how- 
ever,  only   applicable  (a)   Where  the  selling   price 
never  varies,     (b)  Where  it  is  practicable  to  take 
stock  at  comparatively  frequent  intervals,   (t)  Where 
wastage  is  trifling.    To  the  majority  of  undertakings 
none  of  these  conditions  apply.     In  most  cases  the 
selling  price  varies  to  some  extent,  ac("«>rding  to  the 
quantity  s«)ld  at  a  time,  e.g.,  dozens  are  sold  at  a 
lower  price    than   single  articles,    while,    moreover, 
the  amount  of  stoj'k  necessary  to  carry  on  a  satis- 
factory trade  is  frequently  so  considerable  that  it  is 
practically   impossible  to  take  stock,   save  at  such 
rare  intervals  that — for  this  particular  purpose — it 
does  not  afford   a  sufficiently   immediate  safeguard 
against  peculation.     Moreover,   in   many  cases   the 
amount  of  waste  necessarily  incidental  to  the  trade 
renders  it  practically  imjxjssible  to  keep  a  very  strict 
account  of  the  stock  in  items.     All  these  considera- 
tions, however,  so  far  from  removing  the  necessity 
for  a  reliable  check,  tend  to  make  one  of  even  greater 
importance,  more  especially  when  the  business  is 
of   such    nia<]fnitude    that    the    proprietors   do  not 
attend  personally  to  every  detail.    A  system  that  is 
very  general  among  large  traders  is  that  of  keeping 
a   check   upon   the  operations  of  a  department  by 
means  of   statistical    accounts,  compiled    upon    the 
basis  of  an  assume«l  percentage  of  (Iross  Profit.    'J'he 
operations  of  the  business  as  a  wh<»le  are  split  up 
into  "  departments,"  each  of  which  is  probably   in 
the    hands   of    a    departmental    manager,    who    is 
entrusted  with  the  purchase  (jf  goods  for  his  depart- 
ment, and   generally   responsible   for  the  results  it 
shows.      It  is  known  in  advance  what  (Iross  Profit 
o/fg/i/  to  be  earned  upon  the  sales  of  each  depart- 
ment, and  very  frequently  the  manager's  remunera- 
tion depends  to  some  extent  upcjn  this  percentage 
being  earned.    The  analysis  of  purchases  and  sales 
into  departments  has  already  been   explained,,  and 
the  reader  will  thus  perceive  that  it  is  a  very  simple 
matter  to  compile  statistical  Stock  Accounts  in  con- 


nection with  each  <lepartment,  either  weekly  or 
monthly,  as  may  be  preferred.  At  the  conunence- 
ment  of  the  financial  year,  the  Stock  Account  starts 
with  the  actual  ascertained  stock,  as  per  the  stock- 
taking of  that  date.  The  atlditions  to  stock  can  be 
as<'ertained  from  the  purchases  analysis.  What, 
however,  is  not  exactly  known  is  the  <'ost  price  of  the 
goods  sold — that  is,  of  the  figure  that  has  to  I)e 
creditetl  to  the  Struck  Account  in  order  that  the 
balance  from  time  to  time  may  sh<»w  the  cost  of  the 
goods  remaining  in  stock.  The  cost  pri<'e  of  goods 
sold  may,  however,  be  estimated  by  deducting;  from 
the  actual  Sales  the  estimated  percentage  of  Clross 
Pr(»ftt,  and  so  long  as  the  Gross  Profit  actually 
earned  equals  this  i>ercentage,  the  statistical 
accf>unts  will  be  compiled  upon  a  correct  basis,  and 
the  stock  at  the  end  of  the  financial  period  will 
agree  with  the  actual  Stock-in-Haiul  at  that  date. 
Any  discrepancy  between  these  two  figures  will  indi- 
cate a  corresponding  inaccuracy  in  the  estimate<l 
Cn^ss  Prf>fit.  That  is  to  say,  if  the  actual  stock  is 
less  than  the  estimate<l  stock,  the  actual  (Iross  Profit 
must  be  correspondingly  less  than  the  estimate,  and 
vice  versa. 

It  may  at  first  sight  appear  that  there  is  but  little 
gained  by  preparing  such  Stock  Accounts  at  fre- 
quent intenals,  seeing  that  they  can  only  be  verifie«l 
when  an  actual  stock-taking  takes  place.  It  must  be 
remembtrred,  however,  that  any  ina<'cura«7  in  the 
balance  of  Stock  represents  an  equal  inaccuracy  in 
the  balance  of  Gross  Profit,  and  a  careful  scrutiny  <»f 
either  will  thus  enable  a  check  to  be  kept  upon  the 
other.  It  is  not  merely  in  connection  with  the  Gross 
Profit  that  a  strict  cheek  can  be  kept  up<»n  the 
departmental  managers,  past  experience  will  have 
shown  the  proper  ratio  of  the  StfK^k  at  any  period  of 
the  year  to  the  Sales,  an«l  any  increase  in  the  esti- 
mated stock  over  what  is  regarded  as  a  fair  normal 
stock  at  that  time  of  year  would  be  carefully 
scnitinise«l.  Should  the  Stock  at  any  time  appear 
too  heavy,  the  manager  will  be  closely  questioned 
as  to  how  the  increase  arose,  and  it  must  be  borne 
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in  mind  that  it  is  not  open  to  him  to  question  the 
accuracy  of  the  estimated   figure  of  stock  without 
throwing  an  equal  doubt  upon  the  question  as  to 
whether  he  is  selling  the  goods  of  his  department  at 
the  proper  rate  of  profit.     For  example,   if  three 
months  after  stock  taking  the  stock  of  a  particular 
department    appears    to    be    ^500   more    than    is 
thought    to    be   necessary,    it   is    not    open    for  the 
manager  to  protest  that  in  point  of  fact  his  stock  is 
not  larger  than  usual,  unless  at  the  same  time  he  is 
prepared  to  admit  that  his  Gross  Pr.)fit  for  the  past 
three  months  is  ^500  less  than  it  would  have  been 
had  he  realised  the  proper  perrentageof  Gross  Profit. 
It  will  thus  be  seen  that  figures  compiled  upon  this 
basis  are  of  the   utmost   value  to   those  who  have 
sufficient  knowledge  of  the  trade  and   the  circum- 
stances to  utilise  them  to  advantage. 


It  need  hardly  be  stated  that  these  figures,  being 
purely  estimates,  are  kept  entirely  separate  from  the 
financial   books.      For    convenience  sake  they    are 
usually    compiled    in    tabular    form,    one    set    of 
accounts  showing  the  results  of  all  the  departments 
upon  an  opening,  and  another  set  dealing  separately 
with  the  accounts  of  each  department,  the  figures  of 
succeeding     years      being      placed      in     successive 
columns,  so  that  the  statistics  covering  an  extending 
period  may  be  conveniently  compared.     At  the  foot 
of  each  year  are  inserted  in  red  ink  the  differences 
between  the  estimated  results  and  those  shown  by 
the   actual     stocktaking,     so    that    the    information 
afforded  by  these  statistics  may  be  complete.      The 
f(jllowing  examples  show  suitable  rulings  for  these 
purposes.     They  are,  however,  of  course  subject  to 
considerable    modification,   according   to    the    exact 
nature  of  the  business  carried  on. 


EXAMPLES 


1901 

Mar.   I 
V 


MONTHLY    STOCK    ACCOUNTS  for  the  Year  ended  28th  February  1902. 


1902 
Feb.  28 
28 


Actual  Stock 
Purchases     . 


Net  Sales 

Estimated  Stock 
Ac,  &c. 


Estimated  Stock 
Purchases    . . 


Net  Sales 
Estimated  Stock 

Actual  Stock 


Difference  Over 
m  IJnder 


Dept.  "A." 
(10%) 

Dept.  ••  B." 

(15%) 

£      s    d 

2,U(M>     0     0 
720     0     0 

£     s   d 

0,000   0   0 

too    0    0 

2,720     0     0 
500     0     0 

6,iO)    0    0 
300    0    0 

2,220    o    o 


5.«oo 


o    o 


2,460    o    o  I     6,270    o    o 
390    o    o  I  90    o    o 


2,8vi    o    o 
600    o    o 


2.230    o    o 


2.170    O    O 


6,360    o    o 
300    o    o 


80    o    o 


6,060    o    o 


6,075    o    o 


15    o    o 


MONTHLY  DEPARTMENTAL  STOCK  ACrniiMTc    r 

rLss  Profit  To  •%"'"  '^"  ^°  ^^°^-^'  I^-P^^^-nt  '.  A.' 


Date 


Mar.  I     Actual  Stock 
31      Purchases. . 


1900-1901 


April  I 


Sales    . . 
Less  10  % 


Estimated  Stock 
dec.  to  end  of  year. 


£'      s    d 


492    o    o 
49    4    o 


1901-1902 


1,840    00  ..  20^    00 

^00  ..  720    o    o 


1902-1903 

£      s    d 


^'**°    00  2720    o    o 

555  II     I 
_442  16    o         55  II     I       50D    o    o 


1.997    4    O 


2,220     O     O 


£         S     d 


1903-1904 

£     s   d 


K 
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STORES  ACCOUNTS. 

It  is  convenient  to  observe  a  distinction  between 
the  accounts  kept  as  a  check  upon  goods  that  are 
bought  for  the  puq»ses  of  re-sale  {i.e.,  the  stock  of 
traders),  and  goods  that  are  bought  for  the  purpose 
of  being  used  in  manufacture  {i.e.,  the  raw  materials, 
or  stores,  of  manufacturers).  The  former  have  been 
described  as  "  Stock  Accounts  "  and  the  latter  may 
be  conveniently  known  as  "  Stores  Accounts." 
To  some  extent  the  same  general  principles 
apply  to  both,  but  with  Stores  Accounts  certain 
special  considerations  are  involved,  in  that  these 
accounts  are  usually  required  to  provide  part 
of  the  data  necessary  to  compile  accurate  accounts 
of  the  cost  of  manufactured  articles.  It  is 
necessary,  therefore,  not  merely  tf)  be  able 
to  keep  a  check  upon  the  amount  of  each 
separate  stores  in  hand,  and  also  to  be  able  to 
show  in  a  convenient  form  the  amount  consumed  in 
respect  of  each  separate  contract,  or  each  separate 
lot  of  goods  or  articles  manufactured.  This  latter 
use  of  Stores  Accounts  is  fully  described  in  Chap. 
XIX.,  which  deals  with  "  Cost  Accounts,"  but  the 
particular  requirements  in  connection  with  the  matter 
will  to  some  extent  modify  the  keeping  of  the  Stores 
Accounts  themselves.  Hence  the  necessity  of 
referring  to  the  subject  here. 

As  a  preventive  of  waste,  the  chief  requirements 
in  connection  with  Stores  Accounts  is  that  they 
should  be  kept  under  as  many  headings  as  are  neces- 
sary to  enable  each  of  the  various  classes  of  Stores 
to  be  separately  treated  ;  so  that  in  case  of  need  the 
value  of  Stores-in-hand — as  shown  by  the  Stores 
Account — may  be  readily  verified,  without  its  being 
necessary  to  take  an  inventory  of  the  7v/iole  of  the 
Stores.  For  example,  in  a  gas  works,  a  separate 
account  would  be  kept  in  re.si)ect  of  "  Mains,"  and 
in  a  large  concern  this  would  be  sub-divided  so  that 
each  size  of  main  would  be  kept  separately.  By  this 
means,  if  any  doubt  arises  as  to  the  accuracy  of  the 
accounts,  they  can  be  readily  tested  by  taking  an 
inventory  of  the  amount  of  that  particular  commodity 
in  hand;  so  that  any  discrepancy  disclosed  may  be 


traced  at  the  time,  instead  of  it  being  necessary  to 
wait  until  it  is  practicable  for  stock  to  be  taken  of 
the  whole  of  the  stores.  This  sub-division  of  the 
Stores  under  headings  has  also  the  very  important 
advantage  that  the  balances  of  the  various  Stores 
Accounts  afford  an  invaluable  index  of  the  quantity 
of  materials  in  stock,  so  that  others  may  be  ordered 
when  those  in  hand  are  approaching  exhaustion.  It 
may  .safely  l)e  said  that  the  more  detailed  the  sub- 
division upon  these  lines,  the  more  useful  the  Stores 
Accounts  will  be  found  to  be  ;  but  regard  must,  of 
course,  be  had  to  what  is  practicable,  in  view  of  the 
expense  that  an  ideally  perfect  set  of  accounts  would 
involve. 

Enough  has  been  stated  to  show  that  the  general 
principle  involve*!  is  that  of  rec<»rding  transfers  to 
the  debit  of  a  large  number  of  different  jobs, 
nmnings,  or  contracts,  for  Stores  consumed,  from 
the  cretlit  a  large  number  of  different  classes  of 
Stores,  and  the  most  convenient  method  of  record- 
ing these  transfers  will  to  a  great  extent  depend 
upon  the  number  of  different  accounts  involvetl.  In 
all  cases  the  original  record  of  the  transfer  will  be 
a  Requisition,  requesting  the  store-keeper  to  hand 
over  certain  stores,  to  be  charged  up  to  such-and- 
such  accounts.  The  Requisitions  will  naturally  deal 
with  quantities  only,  and  not  with  the  value  of  the 
goods  required.  As  a  rule,  however,  the  Stores 
Accounts  will  be  most  conveniently  kept  in  money, 
although  in  some  cases  as  an  additional  check  they 
may  be  advantageously  kept  in  both  money  and 
quantity.  Under  these  circuntetances  much  depemls 
upon  a  suitable  form  of  Requisition.  The  following 
is  a  typical  specimen,  subject  of  course  to  modifica- 
tions to  meet  the  precise  requirements  of  each 
case:  — 

EXAMPLE: 

THE  EUREKA  MANUFACTURING  CO.,  LIM. 

Stores  Requisition  No 

To  the  Store-keeper.      Please  supply  the  following,  viz. — 


Stores 

Ledger 

Folio 


Quantity 


Description 


A/c. 

Price 

Value 

£    8    d 

Cost 

I^edRcr 

Fulio 


To  be  charged  up  to  contract  No. 
190 


Superinttndtnt. 
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All  Requisitions  should  in   the  first  instance  be 
boun<l  up  i„  counterfoil  books,  .so  that  a  permanent 
record  may  be  kept  in  case  the  sheet  itself  should 
get  mislaid  or  destroyed,  and  they  should  be  con- 
secutively numbered   so   that   attention  may   be  at 
once  drawn  to  the  absence  of  one,   and  enquiries 
institut.Ml    ncrordingly.       'I'hese    sheets    should    be 
priced  out  and  extended  by  the  store-keeix-r,  .so  that 
a  proi>er  xalue  may  be  placed  ujx.n  every  commo<lity 
issued,  and  when  this  portion  of  the  work  has  been 
properly  checked  the  work  of  recording  the  transfer 
may  l>e  pursuefl.     In  some  cases  it  will  be  sufficient 
to  treat  the  Requisitions  in  the  same  manner  as  a 
bank  treats  its  cheques— Uiat  i.s,  they  may  be  made 
to  serve  as  the  posting  medium  to  the  debit  of  the 
work  and  to  the  credit  of  the  Ston  .s,  without  being  first 
recorded  in  any  book  of  original  entry  {c.f.  Chap. 
XVIII.).  The  Le.lger  i)ostings  will  then  in  each  ca.se 
^•ontain  a  reference  to  the  number  of  the  Requisition, 
and  the  Ledger  folios  would  be  put  on  the  latter  .so 
as  to  show  that  it  had  been  posted  to  both  debit 
and  credit.     Where,  however,  issues  of  Stores  are 
numerous,    this    practice    would     be   inconvenient, 
becau.se  it  would  involve  a  large  number  of  postings 
to  the  Ledger  Accounts,  whereas  it  is  convenient 
that  the  Ledger  Accounts  should  be  kept  as  con- 
densed   as   practicable   in   order   that   the  general 
effect  may  be  more  closely  follower!.     Under  these 
circumstances  the  intervention  of  a  Tabular  Journal 
becomes   desirable,    and  the   following   ruling   will 
sufficiently  explain  what  is  here  intendeil. 


STOKES  JOURNAL  (Debit  Contract  Accounts). 


-.2  : 
o  s 

d^a    No.  I 

^•^ 

X 


So.  2  No.  3 


C  s  d 


No.  4 


r  s  d  'f  s  d 


£  »d 


No.  5 


No.  6   No.  7  No.  8 1  No.  9' No.  10 


^sdks  d 


£sd 


)fsd£sdrsd 


By  tabulating  the  results  as  before  indicated,  the 
number  of  po.stings  to  each  account  can  be  limited 
to  one  per  day,  or  one  per  week,  as  may  be  found 
most  c<,nvenient,  while  the  accuracy  of  the  tabula- 
tion can  be  tested,  becau.se  the  total  of  the  tabula- 
tions to  the  credit  uf  stores  for  any  period  should,  of 
course,  exactly  equal  the  total  of  the  tabulations  to 
the  debit  of  the  various  jobs. 

It  should  be  explained  here  that  the  debit  post- 
ings are  in  practice  frequently  made  not  in  the  Store- 
keeper's Office,  but  in  the  Cost  Office.     That,  how- 
^-y^r,     in     no    way    affects    the    principle    already 
•lescribed,    although    naturally    in    such    a    case    it 
b«^  ..mes  nece.ssary  either  to  frame  the  Requisitions 
so  that  they  are  capable  of  division  between  the  two 
<lepartnients,  or  else  for  them  (or  the  Journal)  to  be 
passed  on  from  one  department  to  the  other,  so  that 
each  may  record  that  part  of  the  transactions  which 
concerns  it. 


EXAMPLES: 

STORES  JOURNAL  (Credit  Stores  Accounts). 


B 

.-.2 
o.r 


'  A  "  A/c. 


9 

9 


9 


C  sd 


"B"A/c. 


c 

a 
0» 


1! 


A/c. 


£  Kd 


f  sd 


"D" 

A/c 


"E  " 

A/c. 


f  s  d 


(Csd 


..p.. 

A/c. 


£sd 


"G" 

A/c. 


£  sd 


"H" 

A/c. 


£sd 


In  order  that  no  mistakes  may  arise  through  issues 
of  stores  being  credited  to  the  wrong  Stores  Account 
—such  a   mistake  may  easily  occur,  if  the  clerks 
entering  up  the  Requisitions  do  not  themselves  have 
the  handling  of  the  stores-it  is  desirable  that  the 
st.,re-keeper  actually  i.s.suing  the  goods  should  mark 
the  sheets  with  a  letter  or  number  indicating  the 
exact  account  aflfecteri.     A  set  of  rubber  stamps  will 
be  found  very  convenient  for  this  purpose. 

The  debits  to  the  various  Stores  Accounts  are.  of 
course,  prepared  from  the  purchase  invoices.  Care 
must,  however,  be  taken  to  see  that  the  totals  are 
agreed  at  frequent  intenals. 
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CHAPTER    VIII. 


PARTNERSHIP    ACCOUNTS. 


nOOKKEEPlNG,     as     applied     to     businesses  ' 
■*--'     carried   on    by    single    persons,    records   the  j 
transactions  between — and  the  relative  position  of — 
the  business  and  outside  persons,  and  also  of  the 
business  and  its  proprietor.     In  the  case  of  a  part- 
nership, there  are  two  or  more  proprietors,  and  the 
l)ookkeeping  has  to  be  modified  accordingly.     The 
essential  principles,  however,  remain  the  same.  The  | 
excess  of  the   assets  over  the  outside   liabilities   at 
any  time  are  still  the  "Capital"  of  the  business;  i 
but  as  it  is  desired  not  merely  to  keep  account  of 
the  transactions    between    the    business    and    out- 
siders,   but    also    on    account    of    the    transactions 
between   the  business  and   its   partners,  a   separate 
"  Capital    Account  "     has    to     be     kept     for     each 
partner,  which  (if  the  books  are  correctly  and  com- 
pletely written  up)  will  invarial)Iy  show  the  amount 
due    t<»   (or    fn^m)   that    partner   from    (or    to)    tlir 
business.  I 

NATURE  OF  PARTNERSHIP. 

A  partnership  is  defmed  by  the  Partnership  Act, 
1890,  as  "the  relation  which  subsi.sts  between  per- 
"  sons  carrying  <»n  a  business  in  common  with  a  view 
"of  profit."  The  exact  relationship  between  the 
partners  is(V)vered  by  the  general  law;  subject,  how- 
ever, to  such  modifications  thereto  as  may  have 
been  mutually  agreed  upon.  The.se  modifications 
u.sually  take  the  form  of  Partnership  Articles,  which 
are  cf>mmonly  (but  n<>t  necessarily)  under  seal.  The 
partnership  agreement  need  not,  however,  be  in 
writing,  and  so  long  as  the  agreement  cap  be 
established  it  is  bindin<(  on  all  parties  thereto.  So  far 
as  the  accounts  are  concerned,  the  principal  points 


in  connection  with  the  fjeneral  law  are  that  each 
partner  is  entitle<l  to  .share  equally  in  the  profits  of 
the  firm  ;  but  bt-fore  arriving  at  such  profits,  interest 
at  the  rate  of  5  per  cent,  must  be  cre<lited  to  each 
partner  for  loans  made  l)y  him  to  the  business  with 
the  consent  of  the  other  partners,  although  no 
interest  is  piyable  upon  partners'  capital.  In  the 
absence  of  an  agreement  to  the  contrarj',  any 
partner  can  at  any  time  terminate  the  partnership. 

CONDITIONS  OF  PARTNERSHIP  AGREEMENTS. 

These  general  eondititHis  are  usually  supple- 
mented and  varied  as  follows:  — 

(i)  The  amount  of  Cipital  to  be  contributed  by  each  partner 
is  stated,  and  it  is  generally  provided  that  such  Capital  bears 
interest  at  the  rate  of  5  per  cent,  per  annum. 

{2)  The  amount  that  each  partner  is  entitled  to  draw  periodi- 
cally on  account  of  profits  is  limited. 

(3)  It  is  provided  that  proper  books  of  account  shall  be  kept, 
such  as  are  used  among  persons  carrying  on  a  similar  class  of 
business. 

(.()  That  the  books  shall  be  kept  on  the  partnership  premises, 
and  that  all  partners  shall  have  access  thereto. 

(5)  It  is  further  provided  that  once  at  least  in  every  year, 
upon  a  date  named,  a  "  general  account  "  shall  be  made  of  all  the 
partnership  property,  showing  the  exact  position  of  the  firm ;  and 
that  such  account  when  prepared  shall  be  signed  by  all  the 
partners,  and  thereupon  shall  be  binding  upon  them  all— save 
that,  if  any  manifest  error  is  discovered  within  three  monthsfrom 
the  date  of  such  signing,  it  shall  be  corrected. 

(6)  It  is  usual  also  to  provide  for  the  nssrssment  of  the 
amount  to  be  paid  to  a  retiring  partner,  or  to  the  representatives 
of  a  deceased  partner,  in  respect  of  Goodwill. 

In  practice,  it  frequently  happens  that  disputes 
arise  between  partners,  or  between  surviving 
partners  and  the  representatives  of  a  deceased 
partner,  on  ac<-ount  of  the  insufficiency,  or 
ambiguity,  of  the  terms  of  the  partnership  agreement. 
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It  is  rerommended,  therefore,  that,  in  addition  to 
the  foregoing,  additional  clauses  should  be 
in.serted  to   the  f«>llowing  efFect :  — 

(0  That  the  firm's  accounts  shall  be  periodically  audited  by 
a  Chartered  Accountant.  It  is  desirable  where  practicable  that 
the  name  of  the  Accountant  selected  should  be  inserted  in  the 
partnership  deed,  as  then  a  majority  of  the  partners  cannot  change 
the  Auditor,  although,  of  course,  he  can  still  be  changed  by  the 
unanimous  decision  of  all  the  partners. 

(2)  The  accounts  to  be  kept  upon  a  proper  system  of  Double 
Kntry,  to  be  approved  by  the  Auditor. 

(3)  All  differences  or  disputes  upon  matters  of  account  to  be 
referred  to  Auditor,  whose  decision  shall  be  binding  upon  all 
parties. 

(4)  Provision  should  be  made  for  the  charging  of  interest  upon 
all  drawings  in  excess  of  the  prescribed  amount,  and  for  allowing 
of  interest  upon  any  excess  of  the  authorised  drawings  over  the 
actual  amount  withdrawn. 

(5)  On  the  death  or  retirement  of  a  partner  it  is  necessary, 
under  the  general  law.  to  take  stock  and  to  balance  the  books  in 
order  to  ascertain  the  respective  positions  of  the  partners.    To 


avoid  the  trouble  and  inconvenience  that  this  would  cause,  it  is 
generally  desirable  to  insert  a  clause  providing  that  the  share  of 
the  outgoing  partner  in  the  profits  of  the  current  broken  period 
shall  be  computed  upon  the  average  of  the  three  preceding 
years.  A  clause  to  this  effect  should,  however,  only  be  inserted 
when  the  profits  do  not  fluctuate  considerably,  as  otherwise 
serious  injustice  might  be  done  by  excluding  the  results  of  the 
broken  period.  ' 

(6)  The  exact  mode  of  paying  out  the  outgoing  partner  should 
be  provided,  and.  where  practicable,  this  amount  should  be  pay- 
able by  instalments  extending  over  such  a  period  as  not  to 
seriously  cripple  the  busines.s  ;  or,  in  the  alternative,  a  policy  of 
'•survivorship  insurance"  should  be  effected  at  the  cost  of  the 
firm. 

BALANCING  PARTNERSHIP  BOOKS. 

It  is  not  anticipated  that  the  reader  will  find  any 
difficulty  in  preparing  the  u.sual  accounts  from  a 
Trial  IJalance  of  the  b«joks  of  the  firm,  but  for  the 
sake  of  completeness  the  following  example  is 
appended : — 


PR0BLEM.-,..epare  a  ...ofie  and  Lcs  Accou„(  and  Balance  Sheet  from  the  foUowin^  Trial  Balance  of 

X.  Y.  U  Co. »  books,  extracted  u.  3.st  December  .8.^6,  covering  six  months'  operaZs. 


Cash  at  Hankers 

Petty  Cash  in  hand 

Sales  ..  ..  _  ] 

Stock  in  hand  ist  July  1896 

Returns  (Customers'  Returns  for  ttie  half-year) 

Discount  allowed  Customers 

Kills  Receivable  in  hand. . 

Sundry  Debtors 

Purchases 

Discount  allowed  on  Purchases      '.. 

Reserve  for  Had  and  Doubtful  Debts 

Reserve  for  Discounts  on  Hook  Debts 

Sundry  Creditors 

Buildings 

Patent  Rights 

I'Oan  on  Mortgage 

Rent,  Rates,  and  Taxes  . . 

Advertising    . . 
Traveller's  Salary 
Carriage 

Had  Debts  written  off     . . 

Plant  and  Machinery      . , 

Repairs 

C.  G.— Capital  Account  (Halance  ist  July  1896) 

C.  G. — Drawing  Account 

S.  G.— CapiUl  Account  (Halance  ist  July  1896) 

S.  G. — Drawing  Account 

Interest  on  Loans 

Reserve  Account— Patent  Royalties  received  in  advance 

Royalties  on  Patents  attributable  to  the  half-year  to  31st 

Trade  and  General  Expenses 

Depreciation  written  off  Buildings  . . 

Depreciation  written  off  Plant,  &c.  . . 


December 


896 


£ 

£ 

•  • 

2,640 

•  • 

3 

•  • 

16,123 

•  • 

2.74 1 

330 

•  • 

938 

182 

•• 

5.272 

■  ■ 

8.403 

•  • 

390 

•  • 

1,404 

•  • 

540 

•  • 

197 

•  • 

1,970 

4.384 

•  • 

50 

•  • 

4.500 

•  * 

106 

•  • 

463 

•  • 

431 

•  • 

394 

•  « 

101 

•  • 

2,672 

•  • 

84 

•• 

6,110 

•  • 

r,2oo 

•  • 

2.952 

•  • 

720 

•  • 

124 

•  • 

500 

•<o 

•  • 

502 

•  • 

23 

•  • 

155 

£33.322 


£33,322 
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ADVANCED    ACCOUNTING. 


Dr. 


The  Stock-in-Trade  on  hand  at  31st  December  kS«/)  is  vahied  at  /"j,275.     No  Interest  on 
Capital  or  withdrawals  is  to  be  provided  for. 

The  Profits  are  to  be  apportioned  as  follows : — 

C.  G.,  five-eijjjhths ;  S.  G.,  three-eij;hths. 
TRADING  ACCOUNT  for  the  6  months  ended  31st  December  1S96. 


To  Stock.  1st  July  1896 

»    Purchases  

•    Carriage 

,    Wages 

m    Gross   Profit   transferred   tu    Proht 
and  Loss  Account 


c 

s 

d 

2.74' 

0 

0 

«.4"i 

0 

0 

^o» 

n 

n 

1.404 

0 

0 

(M^'i 

n 

11 

£t9,o6H 

0 

n 

By  Sa'r^ 

Lesi  Kt'tunis 


i6,i2;i    o    o 
3JO    o    O 


a     Stuck,  ji>i  lJfceiiib«.-r  iiig6 


Cr. 

£      s  d 


15, rg;     o    o 
3.275     o    o 


JC19.068    n    o 


Dr. 


To  Rent,  Rates,  and  Taxes 

V  Trade  and  General  £x(>enses 

«  Advertising 

«  Traveller's  Salary 

a  Repairs 

•  Depreciation  of  Builditigs 

•  Do.  Plant,  &c. 

,  Bad  Debts 

»  Interest  on  Loans 

•  Discounts  allowed 


•  Balance  (being  Net  Profit  for  tliL 
half-year)  transferred  to  Capital 
Accounts,  viz.  :— 


PROFIT  AND  LOSS  ACCOUNT  for  the  6  months  ended  31st  Decemlwr  i8<j6 

£ 


C.  G.,  |ths  share 
S.  G.,  fths  share 


£  s  d 

106  o  u 

JOJ  o  o 

463  o  o 

431  o  o 


84 

0 

0 

23 

0 

0 

»55 

0 

0 

101 

0 

0 

«24 

0 

0 

938 

0 

0 

s     d 


1,502    o    o 


262    o    o 


1,163    '->    u 


By  Gros-s   I'roht  as  |«r  Trading;   Ac- 
count   

.     Royalties  on  Patents 

»     Discounts  on  Purchases 


2,26S      2      6     i 

i,-?6o  17    6 


3. (op    o    o 
!    £6,556    .1    o 


£     »    d 


Cr. 

£     •  d 

6,is6    u  o 

40    o  o 

390    o  o 


£6.536   o   o 


BALANCE  SHEET.  31st  December  iS.j6. 


LiahtlitU*. 
Capital  Account,  viz.  :— 
C.  G..  Balance  ist  July 

1896 £6,110    o    o 

LfM  Drawings  ..      1,200    o    o 


Add    Share 
Profit . . 


of    Net 


4,910    o    u 
2.268    2    6 


7,I7N    2     6 


S.  G.,  Balance  ist  July 

,  1896 ".   £2,952    o 

Ltu  Drawings  . .        720    o 


A»»et». 
Building'^. /,(■««  Depreciation    .. 
Plant  and   Machinery,  Lt$t  Deprecia- 
tion . .         . .  ' 

Patent  Kit:lits  

Stock-in-Trade 

Bills  Receivable    . .  

Sundry  Debtors 


Lesi  Reserve  for  I>i>count  and  Bad 
and  Doubtful  l)ebt> 


2,232    o    o 
Add    Share    of    Net 
Profit 1,360  17    6 


Cash  at  Bankers    . . 
Pcttv  Ca^h  in  hand 


3.592  «; 


Loan  on  Mortgage 

Sundry  Creditors 

Reserve  for  Royalties  paid  in  advance 


10,771  o 

4.500  o 

1  ,ij7o  o 

5<jo  o 


£17,741     o    o 


i8i 

5.272 

0 
0 

0 
0 

5.454 

737 

0 
0 

0 
0 

2,640 
3 

«> 
0 

1) 
0 

£  s  d 

4.3»4  o  u 

2,672  o  o 

50  o  o 

3,875  o  o 


4,717    o    o 
3.643    o    o 


£i7.74«    o    o 


NOTES.— {1)  lietiirns  should  be  dcdiictai,  so  as  to  shoK'  a  net  fij^iire  of  Sales  or  Purchases.  (2)  Cash  Discounts 
should  appear  tn  the  Profit  and  Loss  Account,  not,  in  the  Trading:  Account.  (3)  The  item  ''Royalties  "  may  he  a 
liability,  but  w  more  likely  to  be  a  source  of  income,  especially  as  £5(H)  appears  to  have  been  received  in  advance. 
(4)  A  special  Reserve— e.g.,  for  Discount  or  Bad  Debts— should  be  deducted  from  the  items  in  respect  of  u^hich  it  is 
made,  and  not  shown  as  a  liability. 
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ADJUSTING     ACCOUNTS     KEPT    BY    SINGLE- 
ENTRY. 

Rather  mere  trouble  may  he  experienced  in  cases 
^vhere  the  books  have  only  been  kept  by  single  entry. 
Under  these  cirrum.slances  the  only  method  of 
amxing  at  the  pmfa  for  the  current  peritxl  is  to  pre- 
pare a  "Sialcment  of  AsseLs  and  Liabilitie.s,"  which 
(m  normal  ca.se.s)  will  sht>w  a  surplus  of  assets.  This 
Surplus  is  the  amt,unt  of  Capital  in  the  business  at 
the  date  when  the  statement  is  prepared,  and  is  con- 
setjuenlly  the  combined  capital  of  the  partners  as 
at  that  date.    The  balance  of  each  separate  partner's 


Capital  Account  is   arrived   at  by   adding   to   the 
above   balance  the  amount   drawn  out   by  all   the 
partners  during  the  current  period,   and   the   total 
sum  arrived  at  is  the  surplus  that  would  have  been 
m    hand    had   no    monies    been     withdrawn.      If 
from  this  total    be   deducted   the   amount   stand- 
ing to    the   cretJit  of   all    the   partners   on    Capital 
Account  at  the  commencement  of  the  period,  the 
difference  must  be  the  accretions  of  capital  during 
the  period— ;>.,  the  Net  Profit.     The  following  is  a 
simple    example,     showing    clearly     how     such     a 
problem  should  be  dealt  with: 


PROBLEM.      A.,  R  &  C.  arc  partners  in  the  finn  of  X.,  V.  &  Co.,  whose  books  are  kept  by  single  entrv     At 

30th  November  i.joo  the  balance  in  favour  of  the  firm  was  ^f  14,080.  thus  'I  ^' 

£ 


C. 


6,080 
5.000 
3.000 

£14,080 


£ 


A. 
B. 
C. 


•  « 


1.207 
820 
600 


aaer'^L^:-';~:l^  V'l  TT'  ^^^"-'^  ^  3oth  November  r^. 

i.  on  capital  at  ^  per  cent. .-    And  show  how  the  amounts  are  arrived  at. 

STATEMENT  OF   AFFAIRS,   30th   November   1901. 


•Sundry  Liabilities 

o"„''1  '.*h  v"   ''^"'8  ^^P''^l  ofihefirin 
on  30th  Nov.  igoi) 


Capital  on  3oih  Nov.  1900,   A 

B. 
C. 


£     ^    d  £      s    d 

33,297    o    o 

'3,953    o    o 


£■47,250    o    o 


6,oHo  o  o 
5,ouo  o  o 
3,000    o    o 


Interest  on  Capiul  for  the  year    A 

B. 
C. 


14,080    o    o 


304  o  o 
250  o  o 
150    o    o 

B    1  L    .  •        I  704       O      O 

Balance  (beinx  net   profit  for   the    vear  i 

ended  30th  Nov. /go,)    A.  ^  «,^ 

f.        ■  •        •  •         090    o    o 

P ,       538  16    o 

^ 359    4    o    I 

I"  —       1,796    o    o 

£16,580    o    o 


Sundry  Assets 

Balance  down. 
Drawings:     A. 

B. 

C. 


c 

S 

d 

1      r 

s 

d 

47.250 

0 

0 

£47.250 

0 

0 

13.953 

0 

0 

1.207 

0 

0 

«20 

0 

0 

600 

0 

0 

2,627 

0 

0 

£16,580    O    O 
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Dr. 


PARTNERS"  CAPITAL  ACCOUNTS  (Condensed). 


Cr. 


To  Drawings 
,   Balance  down  . . 

A 

B        i        c       ! 

1500 
Nov.  30 

£    sd 
1,207  0  0 
6,075  0  0 

£    sd 

820   0  0 

4,968  16  0 

£    sd  1 

600     0    0    ; 
2,909      4    0    i 

£7,282  0  0 

£5,788  16  0 

£3.509  4   0 

1900 
Dec.  1 

1901 
K0V.30 


1901 
Dec.  I 


B 


By  Balance 


»   Interest  on  Capital. . 
,   Share  of  Profit 


£    sd 
6,080  o  o 

^04  o  o 
898  o  o 


£     s  d 

5,000  o  o 

250  o  o 
538  "6  o 


£7.282  o  o   £5.7«8  "6  o 


By  Balance 


6,075  o  o     4,968  16  o 


£      sd 
3,000  o  o 

150  o  o 
359  4  o 

£3.509    4  o 


2,909  4  o 


NOTE.— Results  arrived  at  hy  sin^le-tittry  shmld  always  be  proved  as  far  as  possible,  as  there  is  not—as  in  double- 
entry— any  automatic  check  upon  their  clerical  accuracy.  The  proof  is  as  follows  .—The  adjusted  Capital  Accounts 
show  as  balances  £6.075  f  £t.!f6S  I65..  +  £2,!m  Is.  =  £13,U5J.  This  is  the  same  as  the  Capital  of  the  firm  as  a 
whole,  as  shown  by  the  Statement  of  Affairs.  The  Capital  of  all  tlu:  Partners  taken  together  must  always  equal  the 
Capital  of  the  firm. 

As  already  stated,  the  practice  of  keeping  books  i  which     the     circumstances     are     somewhat     more 
by  single  entrj-  is  never  to  be  recommended,  par-     involved  than  the  preceding, 
ticularly  in  the  case  of  a  partnershij) ;  hut  as  the  | 

problem  frequently  arises  in  practice,   it   is  well   to         Such  a   problem  is  given    below,    and    will    well 
consider  an  adjustment  of  Partnership  Accounts,  in     repay  careful  attention  ^nd  perusal:  — 

PROBLEM.— On  the  31st  December  1H95,  A.'s  liabilities  amounted  to  £2,000,  and  his  assets  to  /'3,50o.    On- 

the  1st  January  i8y6,  he  admitted  B.  hito  partnership  on  the  terms  that  A.'s  capital  was  to 
be  agreed  at  ;i'i,5oo;  that  H.  should  not  be  called  upon  to  find  any  capital ;  that  profits 
should  be  divided  between  the  partners  in  the  proportions  of  two-thirds  to  A.  and  one-third 
to  B. ;  that  B.'s  drawings  should  be  limited  to  jf4oo  a  year  until  such  time  as  A.  had  been 
paid  the  premium  which  it  was  agreed  that  he  should  receive  in  consideration  of  the 
partnership.  This  premium  is  fixed  at  £^^^,  to  be  paid  from  year  to  year  out  of  the  excess 
of  B.'s  share  of  profits  over  his  drawings,  interest  at  the  rate  of  5  per  cent,  per  annum  being 
charged  by  A.  on  the  balance  outstanding  from  time  to  time.  The  firm  only  kept  their 
books  by  single  entry,  but  statements  of  their  assets  and  liabilities  were  prepared  at  the  end 
of  each  year  as  follows : — 

Liabilities.  Asuts. 


1896 
1897 
1898 
1899 
1900 


£3.600 
2,400 
3.500 
3,200 
3.000 


A.'s  drawings  during  the  five  years  were  as  follows  :- 


1896 
1897 
1898 
1899 
1900 


4,000 
5.200 
6,700 
6,000 


/7«5 
830 
1,000 
1,000 
1.600 


B.  only  drew  out  his  agreed  maximum  of  /'400. 

Vou  are  required  to  show  (a)  the  Capital  Accounts  of  the  partners  for  the  five  yearu,  allowing 
interest  at  5  per  cent,  per  annum,  and  (h)  a  Statement  ►bowing  the  Account  between  A.  and 
B.  in  resoect  of  Goodwill. 


PARTNERSHIP  ACCOUNTS. 


57 


Dr. 


Liabilities  . . 

Balance  down 
(being  Capital  of 
the  firm  at  close 
of  the  year) 


1896 


STATEMENT    OF    AFFAIRS  JCondensed)     1896-1900 
1897 


189S 


£    sdl      £    sd 

3,6co  o  o    2,400  o  o 


1,700  o  o    1,600  o  o 
5,300  o  o  ,  4,000  o  o 


Capital  o    firm 

at  com  m  e  n  c  r- 

ment  of  the  year  1,500  o  o  1,700  o  o 
[nterest  on  Capital  75  o  o  85  o  o 
Balance      (being 

net  profit  for  the 

*'**'■'         •  •         ••     '.250  o  o    1,065  o  o  I  1,420  o  o 


£    sd 

3.5fo  o  o 

1,700  o  o 
5,2oo  o  o 


Cr 


1899 


1900 


1,600  o  o 
80  o  o 


£    sd'      £    sd 

3,200  O  O  ;  3,COO  O  O 

3,500  o  o    3,coo  o  o 


6,700  o  o  I  6,000  o  o 


i  2,825  o  o    2,850  o  o 


DiviainH    t,j    above 
Pro/its :      A.     . .      Ki.1  f,  H     710   0  0 
B.      ..      416  13  4     3S5   0  0 


£  1,250  0  0  1,1165  0  0 


3,100  o  o 


916  13  4 
473  6  S 


1,420  0  0 


1,700  o  o 
85  o  o 


3.05  o  o 


4,900  o  o 


2,076  13  4 
1,03S   6  8 


3-5CO  o  o 
175  o  o 


1.325  o  o 


Assets 


Balance  down 

Drawings :  A. 

Do.        B. 


5,000  o  o 


3,115   0  0  1,325   0  0 


MJ  6  fl 
441  13  4 


Dr. 


To  Drawings 
•    lialance : 
31st  Dec. 


1896 


-L 


1897 


£    sd|      £    sd 
725  o  o  i     850  0  o 

1,700  o  o    1,645  o  o 


"A"     CAPITAL    ACCOUNT     (Condensed). 
1898 


1896     j     1897     '     ,898 

1899 

1900 

• 

£    sd       £    sd 
5,300  0  0    4,000  0  0 

£   sd 

5,200  0  0 

£   s  d 
6,700  0  0 

£   sd 

6,(K)r)  0  0 

£ 

5,300  0  0  4,000  0  0  !  5,200  0  0 

6,700  0  0 

6,000  0  0 

£ 

1,700  0  0 
725  0  0 
400  0  0 

2,825  0  0 

1,600  0  0 
850  0  0 
400  0  0 

1 

1,700  0  0 

1,000  0  0 

4C0  0  0 

3.500  0  0 

1,000  0  0 

400  0  0 

3,oco  0  0 

1,600  0  0 

4CO  0  0 

2,850  0  0 

3,100  0  0 

4,900  0  0 

5,000  0  0 

1 

£\  2,425  o  o 


2,495  o  o 


£    sd 
1,000  o  o 

1,700  o  o 


1899 


£   sd 


1900 


£    sd 


1,000  o  o  1,600   O  o 
3.500  o  o  2,972  18  8 


2,700  o  o 


4.5CO  o  o  4.572  18  8 


By  Balance : 

1st  Jan. 
»     Inter  est    on 

Capital 
*    Share  of  Profits 
»    Transfer    from 

B.  on  a/c.  of 

Goodwill 


1896 


£    sd 

1.500   O  o 

7^    o  o 
833    6  8 

16  13  4 


1897 


£   s  d 

1,700  o  o 

85  o  o 
710  o  o 


1898 


£  2.425   o  o    2,495  o  o 


£    sd 

1,645    o  o 

82    5  o 
946  13  4 

26    I  8 


1899 


Cr. 

1900 


£    s  d         £    s  d 
1,700   o  o  I  3,500   o  o 


85    o  o 
2,076  13  4 


638    6  8 


2,700   o  o 


175    o  o 
883    6  8 


14  12  o 


4,500    o  o    4,572  18  S 


Dr. 


To  Balance : 
1st  Jan. 

«  Drawings 

•  Interest  on 
Overdraft 

m  Transfer  to  A. 

>  Balance : 
3is(  Dec. 


"B"    CAPITAL    ACCOUNT     (Condensed). 


1896 

1897 

1      »«9>* 

1899 

19CXJ 

£    sd 

400  0  0 

«6  13    4 

£    sd 
400    0   0 

£    sd 

45    0    0 
4fxj   0    0 

2    5    0 
26    I    K 

£   sd 
400  0  0 
638  6  8 

£    sd  1 

4C0    0  0 
i 
J4  12  0  1 

27     I  4 

£416  13  4 

400   0   0    473    6    8 

1,038  6  8 

441   13  4 



Cr. 


By  Balance: 
isi  Jan. 

•  I  n  t  e  r  e  s  t  on 

Capital 
m   Share  of  Profits 

•  Balance: 

31st  Dec.    . . 


1896 

1897 

1898 

1^93             1900 

£   sd 
41613  4 

£    sd 

355  0  0 
45  0  0 

£   sd 

473  6  8 

£    sd.      £    sd 

1,038  6  6        441  13  4 

*  *                                        •   • 

£416  13  4 

400  0  0 

473  6  8 

1,038  6  8     441  13  4 

"A"    IN_RESPECT    OF    GOODWILL    (Condensed).^ 

1896 


To  afcreed    Preni- 

iiun   . . 
.    Balance : 

ist  Jan. 
•    Interest  for  the 

year  . . 


587    1    8  ;  616   8  10 
28  15   o  [     29    7    2  j     30  ,6    5 


621  3  7  i  13  18  1 
3'  I  2   o  13  11 


£60315  o|  616  8  io|  647  5  3  I  652  4  0   14  .2  o 


'897 

u       A  £     s  d        £    s  d 

By    Amount     ere-  , 

dited  as  paid  |  1 

on  account. .  |    16  13  4  1 
•    Balance :            1 

3ist  Dec.    ..   ,  587    I  8|  C16   810 


£603  15  o    616    8  10 


1898 
£    sd 

26    1    8 
621    3    7 


647    5    3 


1899 
£    s  d 


Cr. 

1900 


£   sd 


63S    6   8       14  12    o 
1318    1  , 


652    4    9  i     14  12    o 


Capital  A  camnh  ,./  /*,■  various  iarlairs     IkcJZolu  ll,"nl,     '    *  7  S    ,  /'  ^""^  '"'""  '"'•''"/"'"A' '"  compile  the 
a4,.,  to,etHer  a.rcc  .acU  year  JitU  tHe  ^..-/^t ' Z^^^^.^:  ;;:e^:'feS;;/;^  *''""- 

boli;'aL1";^i;fe'o?;t^''^,',;;;l:^*^g;';'/'^^         h,  .h.  book,  ^.he  »„,,.  .y«^^i:^;^7.^.,i„,  „i^.  ,„„„„  .-r- 
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DISSOLUTION  OF  PARTNERSHIP. 

It  is,  however,  chiefly  in  connection  with  Dissolu- 
tions that  problems  most  distinctive  of  this  particular 
class  of  accounts  arise.  Accounts  upon  a  dissolution 
of  partnership  may  require  adjustment  in  one  of 
two  ways :  — 

{a)  One,  i>r  more,  of  the  partners  may  rrtntinuc 
the  business,  and  pay  out  the  retiring 
partner,  or  partners. 

(b)  The  assets  of  the  firm  may  have  to  be  realised, 
and— after  payment  of  the  firm's  debts — 
the  surplus  distributed  among  the  partners 
in  proportion  to  their  respective  interests. 


PAYING  OUT  RETIRING  PARTNER. 

The  first  problem  is  for  many  reasims  the  simpler. 
The  outgoing  partner  is  then  paid  such  sum  as  may 
have  been  agreed  upon,  the  payment  being  either 
in  cash  or  spread  over  a  period.  The  continuing 
partners  will  probably  continue  to  use  the  books  of 
the  firm,  and  it  then  becomes  necessary  to  consider 
the  entries  that  require  to  be  ma<lc  in  these  books 
to  adjust  them  to  the  altered  position  of  affairs. 

The  following  example  shows  alternative  methods 
of  dealing  with  this  problem:  — 


PROBLEM.— On  the  31st  December  1901  the  Balance  Sheet  of  A.  and  H.  stood  as  followii 


A.  Capital  Account 

B.  do.  do. 
Sundry  Creditors 


/ 

8 

d 

1,500 

0 

0 

Premises 

1,000 

0 

0 

Stock 

500 

0 

0 

Sundry  Debtors 
Cash 

i^3.uuo 

0 

0 

£ 

s 

d 

250 

0 

0 

200 

0 

0 

2,000 

0 

0 

550 

0 

0 

/3.«Ji> 

0 

0 

A.  buys  out  H.,  agreeing  to  pay  him  /'i,6oo  for  his  share  of  the  assets  and  goodwill  of  the 
business  as  it  stands,  ;f 400  behig  paid  at  once,  and  the  balance  to  be  paid  in  three  mouths'  time. 

You  are  required  to  show  the  Balance  Sheet  of  A.  as  at  1st  January  1902  (after  the  transac- 
tion has  been  carried  through),  and  also  the  Capital  Accounts  of  A.  and  B. 


Dr. 


"A."  CAPITAL  ACCOUNT. 


Cr. 


1901 

Dec.   31       To  Balance  down 


£      s 
2,100  0 

d 
0 

1901 

Dec.  31 

1902 
Jan.      I 

£2,100  0 

0 

By  Balance 
»    Goodwill 

By  Balance 


£ 

s 

d 

i,y» 

0 

0 

600 

0 

0 

£2,100 

0 

0 

£2,100 

0 

0 

Dr. 


1 901 


"B."   CAPITAL  ACCOUNT. 


Cr. 


Dec.  31      To  Transfer  to  "B"  Account 


£       s  d 
1,600    o    o 


£1,600    o    o 


tgoi 
Dec.  31 


By  Balance 
m    Goodwill 


£       s   d 

1,000    o    o 

600    o    o 


£1,600    o    o 
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Dr, 


B." 


Cr. 


1901 
Dec.   31 


To  Cash    . . 
m    Balance  down 


£      s  d 
400    o    o 

1,300     O     O 


£1,600    O    O 


,  '9<"        '  '         £        s   d 

Dec   31     !  By  Transfer  from"  B"  Capital  Account  ..  i,6oo    o    o 


1902 
Jan.      1     j  By  Balance 


£1,600    o    o 


I, zoo    o    o 


BALANCE    SHEET,  ist  January  1902. 


.....  ^     .    .  Lutbilitus. 

"A.     Capual  Account 

"B."     ;; 

Sundry  Creditors       ..        .'] 


£ 

s 

d 

2,100 

0 

0 

1,200 

0 

0 

500 

0 

0 

£3.800 

0 

0 

■" 

^^^ 

Goodwill  . . 

Premises  . . 

Stock 

Sundry  Debtors. 

Cash 


A sselt. 


£ 

s 

d 

1,200 

0 

0 

250 

0 

0 

200 

0 

0 

2,000 

0 

0 

150 

0 

0 

£3,800 

0 

0 

NOTE.-If  f>rcfcrred,thc  Goodtti'ill  Account  miirht  be  written  off   reducimr  ^^  A  \"  rnh;tni  Arr^..,.t  4^  ro/i/i 

Goodu'ill  Account  will  then  be  raised  ^^  ^ '''''""'   ''^'*'''  ^'"  '"'"'  ''""'«"'•     ^""^^ 

TRANSFER    OF  BUSINESS.  1  „,;,u  .u^  ,  •        ^       , 

I  with  the  purrhase-pnce  that  the  vendor  is  about  to 

Closely  allied  with  the  foregoing  is  the  case  of  a     receive ;    and,  the  sale  being  effected,  the  account 

sole    trader   selling    his    business   as    it    stands    to    remains  open  in  the  Ledger  until  the  purchase-price 

another,    who  wishes   to    continue    using  the  same  j  has  been  actually  paid.     But  from  the  date  of  the 

l>(»<>k.s.     This  problem  is  perfectly  simple,  if  it  be  |  sale  it  of  course  ceases  to  be  a  "  Capital "  Account 

Ix.rne  m  mind  that  the  Capital  Account  of  the  out-  |  the  late  proprietor  now  becoming  merely  a  creditor 

going  proprietor  pnmd  facie  shows  the  amount  due  j  of  the  business.     The  following  example  makes  this 

to  him  from  the  business.    If  necessary,  the  balance    position  of  affairs  clear. 

of  that  account  must  be  adjusted,  so  as  to  agree 

PROBLEM.-0„  the  31st  December  ,901.  A.  D.  prepared  a  Balance  Sheet  of  his  business  as  follows :- 


Liabilities. 


Capital 

Sundry  Creditors 


/       s     d 

1,000    o    o 

500     O     O 


;Cl,500      O      O 


Assets. 


Premises    . . 
Stock 

Book  Debts 
Cash  at  Bank 


/  s  d 

200  o  o 

300  o  o 

900  o  o 

100  o  o 

£1,500  o  o 


r  .?".  .  't  •^*""*'^  '^'  ^"^  transferred  the  business  to  his  soa  C.  D.,  who  paid  him  fsoo 
for  the  Goodwill,  Premises,  and  Stock,  and  agreed  to  discharge  the  liabilities,  and  to  collect 
and  account  for  the  Hook  Debts,  subject  to  a  commission  of  zk  per  cent.  The  balance  at 
Imnk  was  retained  by  the  father.  C.  D.  opened  a  new  Bank  Account  with  a  balance  of 
X  1,000.  out  of  which  he  paid  the  ^oo  premium  to  his  father.  He  decided  to  continue  using 
the  same  lx>oks.  ** 

You  are  required  to  show  („  C.  D.'s  starting  Balance  Sheet,  after  the  transfer  had  been 

effected  and  the  premium  paid,  (2)  C.  D.'s  Capital  Account,  and  (3)  the  closing  of  the  Capital 
Account  of  A.  D.  *>  ^ 
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ny:2 
Jan.       I 


"A.    I>."  CAPITAL    ACCOUNT. 


Cr. 


To  <.'.i-.li 

,      «K).  i.tr"C.  D." 
,     Halancf    iraiisftrrtd    to 
Account 


A.    D." 


/• 

s 

.1 

1IK> 

(> 

It 

l"J 

(> 

l> 

■)<x> 

o 

o 

l(|OI 

IHc.   31 
Jan.      I 


\\\   ll.il.iiicr 
.    GocM)will 


£  1 ,400    o    o 


f. 

s    d 

0     n 

4.« 

1)     0 

£«r««) 

0     0 

a 

A.  D.' 


1CJ02 
Jan.      I 


Hy    Balance    from    "A.    D."     Capital 
Account  


Cr. 

9-J0    o    o 


Dr 


•C.   D."  CAPITAL  ACCOUNT. 

By  Cash 


Cr. 


£      s    d 

I.OOJ    o     o 


IIALANCE    SHEET,    ist    January    1902. 


Litihilities. 

"  C.  D."  Capital  Account 

"A.  D."  (in  resi>€ct  of  Book  Debts) 

Sundrv  Creditors 


£ 

s 

d 

1,000 

0 

0 

gno 

0 

0 

500 

0 

""    i 

£7,400 

0 

0    i 

( 

Assets, 

(ioo«lwil1  

Prfniist;s  

Stock 

Book  I)i.bts 

Cash  at  Bank 


£ 

B 

d 

400 

0 

0 

aoo 

0 

0 

y>, 

0 

0 

900 

0 

0 

6to 

0 

0 

£».40o 

0 

0 

NOTE. —The  hiking  over  of  the  liahililUs  is  c.xiully  halamcd  hy  the  Uik'w}^  over  of  the  Premises  and  Stock,  the  £UH)  is 
thus  paid  entirely  in  respect  of  Guodwill.  If  it  is  preferred  not  to  open  a  Gimiu  ill  Account,  the  £UH)  must  be  debited 
to  "  C.  /).'s  "  Ciipitiil  Account,  reducing;  the  bulunce  to  £fi(H).  It  is  best  not  to  anticipate  the  2^  ^T  cent.  Commission  on 
the  realisation  of  Book  Debts,  but  to  debit  it  to  ''A.  D.'s  "  Auount  as  and  when  remittances  on  account  are  made. 


REALISATION    ACCOUNTS. 

The  method   of  rlo.siiig  the  hooks   and   adjusting 

the  Capital  Accounts  of  the  various  partners  when 
the  business  is  thscontinued  and  the  assets  realised, 
is  shown  in  the  ne.\t  example.  It  should  be 
stated,  however,  that  in  practice  the  Bought  and 
Sold  Ledgers  would  probably  be  discontinued  as 
from  the  date  of  dissolution.  If  the  Private  Ledger 
is  "  self-balancing,"  the  balances  outstanding  on  the 
Sales  Ledger  Account  and  the  Bought  Ledger 
Account  respectively  at  the  date  of  the  dissolution 


wtaild  be  brought  down  in  full  detail,  instead  of 
being  in  total  only,  so  that  the  payment  of  the 
creditors  and  the  realisation  of  the  book  debts 
might  be  perceived  fmm  a  i>erusal  of  the  Private 
Ledger  alone.  Or,  if  these  creditors  and  ilebtors 
are  very  numerous,  the  better  plan  would  be  to 
atlhere  to  the  .sy.stem  of  l«»tals  in  the  Private  Ledger 
and  to  supplement  the  Adjustment  Account  by  new 
Tabular  Ledgers  for  creditors  and  debtors  respec- 
tively, ruled  in  the  form  shown  on  the  following 
page. 


PARTNERSHIP  ACCOUNTS. 
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I-edniT 

Foliu 


Name 


Adiin  ss 


I^Kcr 
Balance* 


Date 
I'aid 


C.  B. 

I'"oli<) 


Cash 


£    s    d 


£    s    d 


Discounts 

and 
.MIo\vanc«"s 


£    s    d 


Remarks 


It  will  be  perceived  that  the  "Realisation 
Account  "  shown  in  the  following  example  is  for  all 
practical  purjioses  upon  the  same  lines  as  an  ordinary 
Profit  and  Loss  Account.  Often,  however, 
the  method  is  atloptetl  of  transferring  the  balance 
stalling  uiKin  all  the  various  assets  accounts  to  the 
debit  of  the  Realisation  Account  as  at  the  date  of 
the  dissolution.  These  assets  accounts  are  thus 
closed  at  once,  and  the  cash  realisetl  on  the  dis- 
posal of  the  various  as.sets  is  then  po.ste<l  direct  to 
the  cretlit  of  the  Realisation  Accf)unt.  This  last- 
named  method  is  preferable  where  only  a  compara- 
tively .small  number  of  acct.unts  are  involved,  and 
is  therefore  specially  suitable  for  problems  arising 
at  examinations.  Whichever  method  be  adopted, 
however,  the  balance  of  the  Realisation  Account 
will  be  the  same— viz.,  loss  (or  profit)  tm  the  realisa- 


tion— and  this  balance  must  be  transferred  to  the 
Capital  Accounts  of  the  various  partners;  each 
partner  bearing  his  share  of  the  Idss  (or  profit)  in 
the  proportions  that  may  have  been  already  agreed. 

In  the  absence  of  a  special  agreement  to  the  con- 
trary, all  partners  share  both  profits  and  losses 
equally,  quite  irrespective  of  the  amount  of  capital 
standing  to  their  cretlit ;  but  if  it  has  been  agreed 
thai  profits  are  to  be  shared  in  any  other  proportion, 
losses  must  be  borne  in  the  same  prop<»rtion  as 
profits  were  to  have  been,  unless  there  is  a  special 
agreement  that  they  are  to  be  borne  in  a  different 
proportion. 

The  following  example  .shows  in  full  the  entries 
necessary  to  close  the  books  of  a  firm  and  adjust 
the  accounts  of  the  various  partners:  — 


PROBLEM.-J.,  H.,  and  B.  are  partners;  their  interests  in  the  profits  of  the  firm  are  one-half,  three-eighths 

antJ  one-eiKhth  respectively.     Go  December  31    1892  the  partnership  terminates,  and  Ihe 
Balance  Sheet  is  as  follows  : — 


Sundry  Creditors 
J.,  Capital  Account 
H.,  Capital  Account 
B.,  Capital  Account 


£ 

3.550 
3.500 
1,500 
1,000 


;C9.550 


Cash  at  Bankers... 
Bills  Receivable  ... 
Book  Debts 
Stock     ... 
Lease     ...  ... 

Plant  and  Machinery 


£ 

250 

300 
6,000 
1,000 

500 
1,500 

/"9050 


On  June  30  1893,  when  the  affairs  of  the  firm  have  been  liquidated,  it  is  found  that  the 
assets  have  realised  ;C40o  less  than  the  values  on  the  Balance  Sheet  of  December  31  1S92, 
\iz.,  Book  Debts,  ;Cioo  less;  Lease,  ;{'i5o  less;  and  Plant  and  Machinery,  ^^150  less. 


t 
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The  expenses  of  windinj^-up  the  business  ainount  to  /"go,  and  the  partners  arc  entitled 
to  interest  at  5  per  cent,  per  annum  upon  their  Capital  Accounts.  Show  how  to  close  the 
books  at  June  30  1893,  giving  each  partner's  account,  with  the  balance  ultimately  found  to  be 
payable  to  him. 


Dr. 


CASH    AT    BANKERS. 


Cr. 


1893 
Jan.     I 
June  30 


To  Balance  . . 

Bills  Receivable 

Book  Debts 

Stock 

Lease 

Plant,  &c. 


July 


To  Balance  down 


Dr. 


1893 
June  30 


Dr. 


1893 


June  30       To  Realisation  Account — Loss 
,,    Balance  down    .. 


Dr. 


1893 


June  30       To  Realisation  Account — Loss 
„     I    „    Balance  down   . . 


Dr. 


1893 
Jan.     I 


To  Balance 


\    i 

s 

d 

1       250 

0 

0 

300 

0 

0      1 

5.900 

0 

0 

1,000 

0 

0 

350 

0 

0 

1.350 

0 

0 

/q.150 

0 

0 

i^5.5io 

0 

0 

1893 

June  30 


By  Creditors 
y.    Liquidation  expenses 


Balance  down 


£  s  d 

3.550  o  o 

90  o  o 

5,510  o  o 


/q.150    o    o 


J.    (CAPITAL    ACCOUNT). 


To  Realisation  Account — Loss 
,,    Balance  down    . . 


£     s 

320   0 

3.267  10 

d      ' 

0 

0 

ifU 

Jan. 

June 

^3.587  10 

0 

July 

By  Balance 
,,     Interest 


Cr 

£ 

3-5<io 
87 

s 

0 

10 

d 

0 
0 

i:3.587 

10 

o> 

By  Balance  down 


H.    (CAPITAL    ACCOUNT). 


£     « 

240   0 

1,297  10 

•000 

1893 

Jan.     I 
June  30 

July     I 

By  Balance 
„    Interest 

i^i.537  >o 

0 

By  Balance ) 

^3.267  10    o 


Cr. 


£      1    d 

1 ,500    o    o 

37  »o    o 


;fi.537  10    o 


B.    (CAPITAL    ACCOUNT). 


/      s    d      !'      ,893      ' 
80    o    o  Jan.     1        By  Balance 

945    o    o         June  30        ..    Interest 


/1.025    o    o 


July     I        By  Balance  down 


Cr 

£      •    d 

1,000    o    o 

25    o    o 

£1 ,025    o    o 


/945     o    o 


BILLS    RECEIVABLE. 


Cr. 


£      n    6 

300    o    o 


1893 

June  30 


By  Cash 


£      •    d 

300    o    o 


Dr. 


Dr. 


1893 
Jan.     I 


To  Balance 


Dr. 


1893 
Jan.    I 


To  Balance 


Dr. 


1893      ' 
Jan.     I     ,  To  Balance 


Dr. 


1893 
Jan.    I 


To  Balance 


Dr, 


1893 
June  30 


PARTNERSHIP  ACCOUNTS. 


SUNDRY    CREDITORS. 


To  I -OSS  on  Book  r>ebts     . . 
,      do.       I^ase  . . 
,      do.       Plant,  &c. 
,  Cash,  Liquidation  Rxfienses 
,  Interest,  J. 

,      do.        H 

.      do.        B 


BOOK    DEBTS. 


£     ^    (\  1893 

r),ooo    o    o         June  30     ;  By  Cash 

..     >.  ,,    Realisation  Account 


£6,000    o    o 


STOCK. 


£       s    d 
1,000     o    o 


1803 

June  30 


Ry  Cash 


LEASE. 


£      s    d 
500    o    o 


;£'500       O       O 


1893 

June  30       By  Cash         

M     .>         ,.    Realisation  Account     .. 


PLANT    AND    MACHINERY. 


;f        s     d 
1 ,500    o    o 


£1,500    o    O 


1893    ' 

June  30   I   By  Cash 

„    Realisation  Account 


REALISATION    ACCOUNT. 


£  8 

100  o 

150  o 

150  o 

90  o 

87  10 

37  10 
25     o 


d 
o 
o 
o 
o 
o 
o 
o 
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Cr. 


£       s     d 
3.550    o    o 


Cr. 


£ 

s 

d 

5.900 

0 

0 

100 

0 

0 

£6,000 

0 

0 

Cr. 


£       s    d 

1,000    o    o 


Cr. 


£ 

s 

d 

350 

0 

0 

150 

0 

0 

£500 

0 

0 

Cr. 


£      s    d 

1.350    o    o 

150    o    o 


£1,500    o    o 


Cr. 


£640 


o    o 


I.V3       I 
June    30     By  I^oss    on    Realisation,    trans- 
ferred to— 
J;         £320 

H.         . .  . .  . .        240 

^ 80 


£      s    d 


640    o    o 


£640    o    o 


^.=;^::!?:  '^r:^^7'^;^  Cs?f^:ti:,r  ^?^^-^,-:^— 'x;:;sl^ 
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ORDER  OF  DISTRIBUTION  OF  ASSETS. 

Another  point    thai    must   he   rarefully   borne    in 


partner  is  liable  to  repay  to  the  firm  his  share  of 
sinh  loss.     As  a  matter  of  farf,  however,  it  is  not 


min«l  is  the  prrjvision  contained  in  the  Partnership  usual  to  require  earh  partner  to  fiml  his  share  in 
Act,  1890,  as  to  the  onhr  in  which  the  proceeds  of  \  <Msh,  and  then  10  refuml  him  the  whole  of  his  capital 
the  various  rtssets  are  to  be  ai)plie<l,  in  the  event  of  intact;  what  is  done  is  to  debit  each  partner's 
a  dissolution.     This  ordtr  is  as  follows: —  '(UiCiint  with  his  proportion  of  the  loss,  and  only  to 

(i)  In  payment  of  the  del)ts  (.f  a  firm  to  outside     ask  him  lor  a  further  contribution  in  the  event  of 


his  Capital   Account  (when  so  adjusted)   showing  a 
(U'bit  balance. 

Tn  the  following  example  the  Capital  Account  of 
one  of  the  partners  shows  a  debit  balance,  which 
is  made  good  by  a  transfer  from  his  Loan  Account. 
This  example  is  inchuled,  as  showing  that  the  order 
of  distribution  stated  in  the  Partnership  Act,  1890, 
This  rule  sometimes  gives  rise  to  the  misconcep-  \^^^  under  seme  <-innmistances  the  effei't  that  one 
tion   that,    in   the   event    of  a   deticien<-y    of   assets,     partner  may  llnd  that  he  <loes  n(»t  receive  back  even 


creditors. 

(2)  In  repayment  to  each  partner  of  amounts  lent 

by  him  to  the  firm,  if  any. 

(3)  Tn  repayment  to  each  partner  of  the  Capital 

Contributed  by  him  to  the  firm. 

(4)  The  surplus  (if  any)  to  be  divided  in  the  same 

proportion  as  profits  are  divisible. 


those  partners  who  have  advanced  money  to  the  firm 
have  a  preferential  claim  up<in  all  assets  remaining 
after  the  outside  creditors  have  been  satisfied,  and 


h's  loans  in  fu!!,  while  anotht  r  may  receive  back. 
not  only  his  loans,  but  also  a  portion  of  his  capital. 
The  "olden  rule  to  be  observed  in  all  these  cases  is 


M" 


that   in  the  event  of  there  not  remaining  sufficient  i  that,  in  order  to  adjust  the  accounts  of  the  various 


to  repay  capital  in  full  the  balance  must  be  applied 
in  the  form  of  a  dividend  of  so  much  in  £  upon  the 
capital  contributed  by  each   partner.     As  a  mitter 


partners,  it  is  invariably  necessary  to  ascertain  the 
final  balance  of  pro/it  {or  loss)  up  to  the  date  of  dis- 
tribution, and   to   credit   (or  debit)  each  partner  with 


of  fact,  thi<  view  is  quite  incurred.  Partners  are  I  his  respective  shave,  in  the  proportions  in  which  it 
liable  to  make  good  infer  sc  whatexer  losses  ha\e  has  been  a  forced  that  profits  {or  losses)  are  to  be 
been  incurred.  If  the  assets  are  not  sufficient  to  i  borne.  This  is  entirely  irrespe<*tive  of  the  amount 
repay  capital,  as  well  as  l(>ans  and  outside  creditors,  I  of  capital,  or  loans,  that  each  partner  may  have  put 
there  must  necessarily  have  l>een  a  loss,  and  ea<h  j  into  the  business. 

PROBLEM. — A.  and  B.  are  partners  sharinj^  profits  efpially.     Their  capital,  as  it  appears  in  the  books  of  the 

partnership  on  the  joth  June  1901  (the  date  on  which  they  dissolve  partnership),  is  A. 
/"2,ooo,  and  H.  ;{^500.  The  total  aiuount  owing  by  the  firm  is  ^^5,000,  which  includes  ;{^i,ooo 
due  to  A.  on  Loan  Account,  and  ;f500  due  to  B.  on  Loan  Account.  The  whole  of  the 
assets  of  the  firm  realised  /'6,o<x). 

Prepare  accounts  closing  up  the   partnership,  and   show  the   position   in   which   the 
partners  stand  with  each  other. 


Dr. 


1901 


REALISATION    ACCOUNT. 


June    30     To  Amount  of  assets  at  this  date 
as  per  books        


i         £ 

s 

d 

7.500 

0 

"% 

0 

£1,500 

0 

0 

■■■" 

July    I 


To  Cash,  total  amount  realised  on 
assets 

,,  Loss,  apportioned  thus  : — 

A.       . .         . .    £150    o    o 
B 750    o    o 


Cr 

£       s    A 

6.000    o    o 


1.500 

0 

0 

/7.500 

0 

0 
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Dr. 


1901 
July    I 


To  Cash 


SUNDRY    CREDITORS. 


£      s    d 
/3,500    o    o 


igor 
June  30 


By  Amount  as  per  Balance  Sheet 


Cr. 


£      s    d 

;f3,500     o     o 


Dr. 


1901 
July    I 


To  Cash 


A.  (LOAN   ACCOUNT). 


£      s    d 

;fl,000      O      O 


iqoi 
June  30' 


By  Amount  as  per  Balance  Sheet 


Cr. 


£     9   A 

;fl,000      O      O 


Dr. 


1901 
July    I 


To  Transfer  from  Capital  Account 
..  Cash         


B.  (LOAN  ACCOUNT) 


£ 

8 

d 

250 

0 

0 

250 

0 

0 

;f500 

0 

0 

iqoi 

June  30 


Cr. 


£      »    d 

500    o    o 


i^500     o     o 


Dr. 


1901 
July    I 


To  Share  of  Loss 
„  Cash 


A.  (CAPITAL   ACCOUNT). 


£ 

750 
1.250 

S      d 

0      0 
0      0 

;f2,000 

0      0 

I90I 
June  30 


Cr. 


£       s    A 
By  Amount  as  per  Balance  Sheet  2,000    o    o 


£^2,000    o    o 


Dr. 


B.    (CAPITAL   ACCOUNT). 


By  Amount  as  per  Balance  Sheet 

,,  Transfer     to     Ix)an    Account, 

being  deficiency  of  CapiUl 

which  B.  is  liable  to  make 

good 


Cr. 

£     •  d 

5fio    o     o 


250     o 


£750    o    o 


Dr. 


1901 
July    I 


CASH. 


To  Proceeds  of  realisation 


CONTRA. 


Cr 


£      a    d 

H)OI 

£       9    d 

6.000    0    0 

July    . 

By  Sundry  Creditors 

'       3.500    0    0 

' 

„  A.  (L-oan  Account) 

1,000    0    0 

1 

■I 

„  B.  (balance  of  Loan  Account) 

230    0    0 

1 

•1 

„  A.  (Capiul  Account)    . . 

1,250    0    0 

:f6,ooo    0    0 

;^6,UOO      0      0 



NOTE.-For  convenience  it  has  been  assumed  that  the  realisation  of  the   estate  was  completed  on  ist  July  1901 
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CALCULATION  OF  INTEREST. 

When,  on  a  dissolution,  one  partner  goes  out  and 
another  continues  the  business,  the  question  of 
interest  frequently  arises  in  praetire,  although  (in 
the  absence  of  a  special  agreement)  all  calculation 
of  interest  ceases  at  the  date  of  dissftlutiorj,  cxt-n  if 
the   partnership    articles     provide     for     inten-st  on 


capital.  When  the  continuing  partner  also  continues 
the  oM  books,  the  adjustment  of  this  problem  can 
usually  i)e  best  effected  i)y  raising  an  Account 
Current  niil.'tidc  the  l)ooks  altogether. 

The  following  example  will  show  what  is  meant 
better  than  any  general  explanation:  — 


PROBLEM. — M.  &  N.  being  equal  partners  agree  to  dissolve  as  from  jist  December  1900,  and  the  following 
is  their  position  : — 

They  owe  creditors  /"960,  they  have  debtors  /■3,6oo,  and  oflfice  effects  /"200.  M.  is  to  realise  the 
debts,  to  pay  the  liabilities,  to  take  over  the  oflfice  effects  at  ;f  iHo,  to  allow  N.  £yio  for  his 
share  of  goodwill,  and  to  pay  him  his  proportion  as  realised.  The  debts  realise  less  by  £So^ 
and  after  payment  of  creditors  they  are  realised  at  an  average  date  of  six  months  from  the 
date  of  dissolution.  M.  pays  N.  £1,600  at  the  end  of  three  months,  and  the  balance  at  the 
end  of  twelve  months,  with  interest  at  5  per  cent,  per  annum. 

What  must  he  then  pa}'  ? 


Dr. 


1901 
Mar.  31 
Dec.   31 


To  Cash        

a,    Balancf  of  Intere«;t    . . 

.  Balance  down  (l>t,-in^  amount 
due  to  N.,  includin){  In- 
terest)   


N.,   IN   ACCOUNT  WITH   M. 


Cr. 


Interest 

£  s  d 
37  10  o 
24    o    o 


£61  10    o 


Cash 

£ 

i,nno 

s 
0 

d 
0  ' 

1901 
Jan.     1 

894 

0 

0 

m 

I  June  30 

i 

Dec.  31 

£1.894 

0 

0 

By  Half-Sharr  of  Office  Effects 

taken  ovfr  by  M.  at  £i'*o-  • 

,     Half-Share  of  Goodwill 

,     Half  Share  of    Proceeds  of 

Book  Debts,  less  amount 

due  to  Creditors  (£3,520 


-£960=  £2.560) 
Interest  to  dat 


Jate 


1902 
I  Jan.     J 


By  Balance  down 


Interest 

Cash 

£ 

s 

d 

£ 

s 

d 

4 

10 

0 

90 

0 

0 

25 

0 

0 

500 

0 

0 

32 

0 

0 

i,j8o 

0 

0 

£61 

24 

0 

0 

10 

0 

£1.894 

0 

0 

•  ■ 

894 

0 

0 

AVERAGE  DUE  DATE. 

The  problem  just  con.sidered  suggests  that,  of  the 
numerous  items  making  up  the  debts  received  and 
the  liabilities  pai<l,  the  "average  date"  of  settle- 
ment was  the  30th  June  1901.  This  cpiestion  of 
average  date  frequently  arises  in  connection  with 
interest  calculation.s,  as  affording  in  many  instances 
by  far  the  simplest  method  f>f  computing  the,  actual 
amount  of  interest  to  be  taken  into  account.  The 
present  seems  therefore  a  suitable  opportunity  for 
e.xplaining  how  such  calculations  are  made. 


For  the  sake  of  simplicity,  only  a  limited  number 
of  items  will  be  assumed.  Let  us  suppose  that  the 
Hook  Debts  collected  are  made  up  as  follows:  — 


1901 
April   10 

»  II 
July  19 
Sept.     2 


1,000 

120 

1,400 

1,000 


■/■3.520 
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and  that  the  liabilities  paid  consist  of  the  following 
items : — 


clear.     Working  from  the  31st  December 


1900 — 


1 901 

March  21 
April  1 1 
May  15 
Nov.      26 


100 
260 
300 
300 


£■960 


The  rule  to  adopt  is  as  follows  .-Take  any  con- 
venient date  (preferably  one  of  the  dates  recorded 
in    the    example),    multiply    each   amount    by    the 
number    of    days     intervening    between    the    date 
selected  and  the  date  of  that  item.  Arid  thepro<lucts 
together,    and   divide   by   the  total  of  the   original 
amounts.     The  result  will   be  the  number  of  days 
between   the   average  date   and  the  date  originally 
selected,   so   that   the   latter  can   by   this    means 
be    readily    ascertained.       Having     thus     ascer- 
tainerl  inrU.pen.lenily  the  average  date  of  receiving 
the  book  debts,  and  the  average  date  o[  discharging 
the    liabilities,     the     combined     average    may     be 
obtained  in  the  same  manner;    save  that  the  date 
selected  must  be  one  different  from  either  average 
date,  and  the  products  must  be  deducted  instead  of 
added  together,  and  then  divided  by  the  difference 
between  the  average  amounts.     The  full  working  is 
shown   below,    which    (c.mbined     with     the  abine 
description)    will   make    the    method    of    procedure 


£1000 

120 

1400 

1000 

/'3520 


X 
X 
X 
X 


) 


100  =  /"lOOOOO 

101  =  I2I20 
200  =  280000 
245  =  245000 

I  ;^637 120(181  =  30  June 
3520 

28512 
28160 

3520 

3520 


;^IOO    X       80   =   ;^8000 

260  X  loi  =  26260 

300   X    135  =    40500 

300  X  330  =  99000 

/960 


\/'i7376o(i8i=3o  June 


960 

7776 
7680 


The  shortest  way  of  ascertaining  a  "  combined 
average  date  is  as  follows  :  — 


^3520 
960 

^"2560 


£"637x20 
_J.7376o 

^£463360(181  =30  June 
/^56o_  "^ 

20736 
20480 

2560 
2560 
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COMPANY    ACCOUNTS 


IT  is  proposed  in  the  present  chapter  to  consider 
those  problems  in  accounting  which  are  peculiar 
to  companies  registered  under  the  Companies  Acts, 
1862  to  1900,  or  incorporated  by  special  Act  of 
Parliament.  Fhe  treatment  f)f  companies'  accounts 
in  other  respects  is  dealt  with  elsewhere,  and  with  a 
few  obvious  exceptions  all  the  chapters  in  this  work 
apply  to  the  accounts  of  companies  as  much  as  to 
those  of  other  undertakinj^'s.  Speakinjif  fjenerally, 
for  the  purposes  of  the  present  chapter,  the  books 
of  companies  may  be  divided  into  two  sections — viz., 
those  that  deal  with  the  detailed  accounts  of  the 
various  shareholders  and  debenture-holders,  and 
those  that  deal  with  the  ordinary-  financial  transac- 
tions of  the  undertaking.  As,  however,  these  two 
sections  to  some  extent  record  the  same  transac- 
tions (although  from  diflTerent  |X)ints  of  view),  it 
will  be  convenient,  when  dealing  with  each  particular 
problem,  to  first  explain  the  method  of  recording  it 
in  the  financial  books,  and  afterwards  those  entries 
which  are  necessar)-  in  the  subsidiarv'  Share  li<x)ks. 

ISSUE  OF  CAPITAL. 

In  the  nature  of  things  one  of  the  earliest  trans- 
actions upon  whi<"h  a  company  embarks  is  the  issue 
of  capital.  The  term  "Capital,"  properly  speaking, 
can  be  applied  only  ti>  Shares  ;  but  inasmuch  as  the 
entries  in  respect  of  the  issue  of  Debentures,  or 
Debenture  St(K*k,  follow  upon  much  the  same  lines, 
it  will  be  c(Mivenient  to  explain  the  procedure  simul- 
taneously. In  the  case  of  private  syndi«'ateS  and 
other  similar  undertakings — which,  while  se<'uring 
the  benefits    of   registration    with  limited    liability, 


are  owned  by  a  very  small  number  of  proprietors- 
no  very  special  treatment  becomes  necessary  in  con- 
nection with  the  issue  of  Capital.  In  such  cases 
separate  Share  Leilgers  are  only  necessary  to  meet 
the  requirements  of  the  statutes,  and  it  will  be  found 
convenient  to  record  all  the  various  transactions 
fully  in  the  financial  books,  opening  a  Personal 
Account  for  each  shareholder,  which  will  he 
debited  with  the  amount  from  time  to  time  called 
up  upon  his  shares  and  credite<l  with  the  amount 
which  he  pays  thereon.  Under  normal  circum- 
stances, however,  the  number  of  shareholders  in  a 
company  is  so  considerable  that  it  is  not  convenient 
to  include  their  various  Personal  Accounts  in  the 
financial  books.  A  separate  Share  Ledger  is  there- 
fore employed,  and  "  Total  Accounts  "  only  are  kept 
in  the  General  Ledger.  These  total  accounts  are 
for  all  practical  purposes  "  Adjustment  Accounts." 
The  exigencies  of  the  case  point,  as  a  matter  of  con- 
venience, to  two  sets  of  such  Adjustment  Accounts 
being  employed,  one  set  to  check  the  accuracy  of 
the  Ledgers  with  regard  to  the  nunil)er  of  shares 
issued  under  each  class  an<l  the  amount  called  up 
there*)n,  and  the  other  .set  to  check  the  amount  due, 
or  in  arrear,  fmm  time  to  time  fn>m  the  shareht>lders 
whose  accounts  are  kept  in  detail  in  each  separate 
Le<lger.  A  separate  account  must  invariably  be  kept 
in  the  General  Ledger  re<'onling  the  amount  from 
time  to  time  called  up  up<»n  ea<"h  class  <»f  Shares, 
St«>ck,  or  Debentures  issued,  as  the  infonnation 
under  this  heading  has  a  fundamental  bearing  upon 
the  financial  as[>ect  of  the  undertaking,  and  must 
therefore  be  shown  in  detail  in  its  periodical  Balance 
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Sheets.  The  amount  due  from  time  to  time  from 
individual  investors  need  not,  however,  necessarily 
be  shown  in  the  same  detail.  This  is  rather  a  ques- 
tion of  practical  expediency.  Separate  totals  must, 
of  course,  be  shown  of  the  arrears  due  fn.m  share- 
holders and  the  arrears  due  from  debenture- 
holders  ;  but  it  is  not  necessary  for  either  of  these 
totals  to  be  further  split  up,  unless  the  number  of 
Personal  Accounts  is  so  considerable  as  to  render 


this  course  desirable  with  a  view  to  facilitating  the 
exact  balancing  of  the  detailed  records  in  the  Share 
and  Debenture  Ledgers  respectively.  So  far  as 
stock-holders  are  concerned,  stock  being  invariably 
fully  paid-up,  no  arrears  can  arise,  and  no  special 
diflSculty  will  therefore  occur  under  this  heading. 

The  most  convenient  method  of  recording  entries 
in  connection  with  the  issue  of  Capital  is  perhaps 
best  shown  by  way  of  the  following:  — 


PROBLEM.— 


r\  Company  formed  to  ac(iuire  an  established  business  issucc  ordinary  capital  ;^ioo,ooo  in  ;f  10 
shares,  payable  £1  on  application,  £2  on  allotment,  and  the  balance  three  months  after 
allotment;  preference  capital  ^"50,000  in  ;^io  shares,  payable  in  the  same  manner;  and 
^50,000  in  debentures  of  ;{"ioo  each,  payable  10  per  cent,  on  application,  and  the  balance  on 
allotment.  The  whole  (other  than  the  shares  taken  by  the  vendor)  was  subscribed,  allotted, 
and  duly  paid  up. 


Make  Journal  entries  relating  to  the  issue  of  the  capital. 


Jan.  15 
Jan.  15 
Apr.     15 


Jan.    15 


JOURNAL. 


Application  .\ccount  (O.  S.) 

To  Ordinary  Share  Capital  .\ccount 

(Being  £1  per  share  on  6,000  Ordinary  Shares  allotted  this  day) 


Dr. 


Allotment  (O.  S.) 

To  Ordinary  Share  Capital  Account 
(Being  £2  per  share  on  6,000  Ordinary  Shares  allotted  this  day) 


Call  Account  (O.  S.)        

To  Ordinary  Share  Capital  .\ccount       

(Being  ;^7  per  share  on  6,000  Ordinary  Shares,  as  per  Minute  of  this 

date) 


(Similar  entries  for  5,000  Preference  Shares) 


Sundry  Debenture-holders         

To  I>ebentures  .\ccount [[         [[ 

(Bsing  amount  payable  on  500  ifioo  Debentures  issued  this  day)" 


£        s    d 
6,000    o    o 


12,000    o    o 


42,000    o    o 


50,000    o    o 


I 


Cr. 


i:  s  d 

6,000  o  o 

12,000  o  o 

42,000  o  o 


50,000    O    O 


for  emh?Isf^^lhar^i  V7:iin!!!f  '"  'i'"  T'l  T^""'*''  ^Pplicationr  ^  AUotmentr  and  "  Call"  Accounts  arc  opauJ 


The  detailed  rei^-ord  of  applications  from  investors, 
and  of  the  subsequent  allotments  and  the  collection 
of  instalments  due,  involves  transactions  of  a  some- 
what special  nature  on  account  of  the  very  consider- 
able number  of  Personal  Accounts  that  have  usually 
to  be  kept,  and  also  because  the  exigencies  of  the 
case  require  that  these  accounts  should  be  prepared 


against  tmie,  and  therefore  upon  such  a  system  as 
will  readily  enable  them  U)  be  always  kept  up  to 
date.  These  special  requirements  are  met  by  a  com- 
bination of  the  "  Tabular  System  "  with  the  "  Slip 
System"  of  accounts.  A  general  outline  of  the 
Tabular  System  has  already  been  given  in  Chapter 
VI.,    while    in    Chapter  XVIIL   will    be    found    a 


1<> 
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description  of  the  Slip  System.  Inasmuch,  however,  as 
its  application  for  the  present  purpose  involves  only 
a  quite  rudimentary  knowledge  of  the  system,  it  is 
thought  that  the  reader  will  exi>erience  no  difficulty 
in  grasping  the  following  description  without  waiting 
to  acquire  a  thorough  mastery  of  the  Slip  System  in 
all  its  numerous  developments.  The  essential  feature 
of  the  Slip  System  is  to  employ  the  same  record  for 
two  or  more  different  puri>oses  in  accounting,  and  for 
the  present  purpose  it  is  not  necessary  to  go  beyond 
this  point.  For  the  sake  of  clearness,  the  ft>llowing 
description  is  confined  to  the  issue  of  a  parti«"ular 
class  of  capital — e.g.,  Ordinar\-  Shares.  'I'he  same 
procedure  will,  however,  apply  to  ever)^  other  class 
of  Share  Capital,  and  also  to  Debenture  issues ; 
while  in  connection  with  issues  of  Stock,  it  is  only 
necessary  to  add  that,  as  a  rule,  stock  is  not  issued, 
save  in  exchange  for  fully  paid-up  shares ;  but  in  the 
event  of  its  being  issued  direct,  the  collection  of  the 
various  instalments  making  such  Stock  fully  paid 
will  invariably  be  recorded  in  the  Application  an«l 
Allotment  Sheets,  so  that  thereafter  no  record 
becomes  necessary,  other  than  the  anu)unt  of  strn-k 
standing  to  the  credit  of  each  separate  investcjr. 
When  a  simultaneous  issue  is  being  made  f«)r  two  or 
more  different  classes  of  capital,  the  various  issues 
should  be  kept  separate  ab  initio,  both  because  the 
transactions  are  essentially  separate,  and  also  for  the 
sake  of  facilitating  balancing  by  keeping  the  work 
divided  into  well-defined  sections.  To  guard  against 
the  confusion  that  would  arise  from  entries  being 
recorded  under  the  wrong  sections,  it  is,  however, 
desirable  that  all  papers  and  documents  of  every 
description  should  be  clearly  distinguishable,  either 
by  being  printed  upon  distinctively  tinted  paper,  or 
being  clearly  headed  in  differently  coloured  inks. 

With  these  preliminary  observations  the  detailed 
explanation  of  the  issue  of  Capital  may  be  pro- 
ceeded with.  The  initial  record  in  connection  with 
these  transactions  is  the  letter  of  application 
received  from  the  investor,  which  should  in  all  cases 
be  upon  the  prescribed  form.  This  form  will  vary 
in  detail,  according  to  the  requirements  of  the  qase, 
but  should  always  consist  of  two  separate  parts,  the 
upper  containing  the  actual  application  (and  show- 
ing inter  alia  the  name,  address,  and  occupation  of 
the  applicant,  the  number  of  shares  applied  for,  and 


the  amount  deposited  upon  such  application),  while 
die  secon«l  part — whi<h  is  detachable — should  con- 
sist of  the  Bankers'  receipt  for  the  deposit  paid  on 
application.  The  first  part  will  be  lodged  with  the 
Company's  Bankers,  and  will  be  received  by  the 
Company  from  its  Bankers  at  convenient  intervals, 
varjing  naturally  according  to  the  heaviness  of  the 
subscription  list.  From  this  part  the  preliminary 
reciirds  arc  made.  The  se>ond  section  {i.e.,  the 
receipt  for  deposits)  will  be  retained  by  the  various 
ajiplicanls,  and  eventually  given  up  by  them  in 
exihange  for  share  I'ertificates  if  an  allotment  takes 
place,  or  for  a  cheque  returning  the  deiM>sit  in  the 
event  of  no  allotment  taking  place.  From  the 
Api)li<'alion  Foniis,  as  rei'eived  from  the  Company's 
Bankers,  the  "Application  and  Allotment  Sheets" 
are  written  up.  The  forms  will  be  numbered  con- 
sc'Utively  as  received,  and  enteretl  uix>ii  separate 
sheets  corresponding  to  the  initial  letters  of  the 
aj)plicants'  .surnames;  or  in  the  case  of  a  very  heavy 
list  there  may  be  a  further  .sub-division  on  the 
''  vowel-index "  principle,  which  will  divide  the 
applications  into  150  sections,  five  for  each  letter  of 
the  alphabet.  This  jxirtion  of  the  work  should  be 
kept  as  closely  up  to  date  as  possible  from  hour  to 
hour,  anil  once  every  day  at  least  while  the  sub- 
scription list  is  open  the  total  of  the  column  headed 
"  Deposits  Received  on  Applications "  should  be 
agreed  with  the  amount  accounted  for  by  the 
Bankers  in  the  Bank  Pass  Book.  The  exact  form  of 
Application  and  Allotment  Sheet  will  vary  some- 
what, according  to  the  conditions  of  the  proposed 
is.sue.  Speaking  generally,  it  is  desirable  that  these 
Sheets  (which  are  in  tabular  form)  should  record  the 
Personal  Accounts  of  the  various  applicants  up  to 
as  lale  a  date  as  jxissible,  with  a  view  to  simplify- 
ing the  records  that  will  have  to  appear  later  in  the 
Share  Ledger.  On  the  other  hand,  the  tabular  form 
of  Ledger  is  unsuitable  from  the  moment  when  any 
extensive  transfers  of  shares  are  likely  to  take  place, 
and  therefore  in  practice  it  is  rarely  possible  to 
employ  the  Tabular  System  up  to  the  point  when 
the  shares  become  fully  paid.  Alternative  forms, 
suitable  for  different  circumstances,  are  given  below, 
and  it  will,  of  course,  be  understood  that  anything 
intermediate  between  these  two  forms  will  be 
l)racticable,  if  suited  to  the  special  requirements  of 
the  case. 
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A  careful  perusal  of  the  above  forms  will  show- 
that  when  the  results  of  the  various  sheets  are  sum- 
marised, as  they  should  he  from  time  to  time,  the 
total  of  the  columns  showing  the  aggregate 
amount  of  deposits  received  should  agree  with 
the  amount  accounted  for  by  the  Company's 
Bankers.  The  total  amount  of  shares  allotted  should 
agree  with  the  actual  alk>tment  made,  and  therefore 
with  the  entries  made  in  the  General  Ledger  through 
the  medium  of  the  Journal.  The  total  amount  of  the 
column  marked  "  Amount  Payable  on  Allotment " 
should  agree  -with  the  balance  of  the  corresponding 
Allotments  Account  in  the  Cleneral  Ledger  on  the 
date  when  the  allotment  takes  place,  and  so  on.  If 
the  first  form  of  Application  and  Allotment  Sheets 
be  used,  the  only  particulars  required  in  the  Share 
Ledger  will  be  the  number  (quantity)  and  the  dis- 
tinctive numbers  of  the  shares  standing  in  the  name 
of  each  shareholder ;  but  if,  at  the  date  of  opening 
the  Share  Ledger,  the  shares  are  not  fully  paid,  then 


each  shareholder's  Personal  Account  in  the  Share 
Ledger  must  also  show  the  amount  called  up  on  his 
shares,  and  the  amount  (if  any)  in  arrear  thereon. 
The  aggregate  amount  of  such  arrears  must  agree 
with  the  balance  of  the  corresponding  Calls 
Account  in  the  General  Ledger.  From  the  date  that 
the  Share  Ledger  is  opened  the  Application  and 
Allotment  Sheets  must  be  definitely  closed.  They 
should  then  be  bound  up  for  future  reference  when 
required,  and  from  that  time  occupy  the  place 
occupied  by  any  ordinary  Ledger  which  has  been 
used  up  and  sui>erseded  by  a  new  one. 

The  form  of  Share  Ledger  that  is  most  convenient 
will  naturally  vary  to  some  extent,  according  to  the 
form  of  Application  and  Allotment  Sheets  that  have 
been  used.  The  following  forms  correspond  with 
the  two  forms  of  Application  and  Allotment  Sheets 
already  given.  Intermediate  forms  can  be  readily 
designed  from  these  where  necessary. 


EXAMPLES: 


{Surname) . 


FORM  OF   SHARE   LEDGER   (for  fully  paid  Shares). 

{Christian  Name) 


{Address). 


(Occupation) 


Ordinary  Shares  of  £ each  (Fully  paid-up). 


Shares  Disposed  of 


Date 


Folio 


Distinctive  Numbers 


From 


To 


No.  of 
Shares 


Shares  Acquired 


Balances 


Date 

Folio 

Distinctive  Numbers 


From 


To 


No.  of 
Shares 


Date 


No.  of 
Shares 
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FORM   OF  SHARE  LEDGER  (for  Shares  not  fully  paid). 


{SurMame) 


{Christian  Name) 


{Address) 


{Occupation) 


Ordinary  Shakes  of  / each. 


Dr. 


CASH    ACCOUNT. 


Date 


Particulars 


Amount  per  Share 
called  up 


Folio 


Amount  due    i 


Dale 


Particulars 


£     s     d 


SHARE  ACCOUNT. 


Shares  Disposed  of 


Date 


Distinctive  Numbers 


Folio 


From 


To 


Shares  Acquired 


No.  of 
Shares 


Date 


Folio 


Distinctive  Numbers 


From 


Balances 


No.  of  ,    r-  .„      No.  of 
Shares      *^*^^     Shares 


To 
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The  aV>(>\e  forms  contain  all  the  information  that 
is  prcscrilx,'(l  in  the  statutory  ''  Register  of 
Members."  It  is  not  therefore  ne«'essary  that  the 
latter  should  be  ke})t  as  a  separate  Ixwik  ;  but,  if 
thought  desirable,  a  separate  Register  may  readily 
be  proviile<l,  and  such  a  course  is  sometimes  pre- 
ferred, as  it  avoids  the  disa<lvantage  of  offering  to 
all  comers  information  which  is  not  specifically 
required  by  statute. 

A  "Stock  Ledger"  will  be  up(»n  the  same  lines  as 
a  Share  Letlger ;  but,  owing  to  the  altered  circum- 
stances, certain  variations  occur,  and  il  is  thereft>re 
thought    desirable    to    give    the    following   form    of 

• 

ruling  suitable  under  the  altered  circumstances:  — 
EXAMPLE: 

FORM     C)F     STOCK     LKDGEK. 


(Surname) (Ciiristian  Name). 

(Address) 


^Occupation 


Ordinary    Stock. 


Stock  Dts(>o!9ed  oi 


Stock  Ac<|iiiri(l 


Date        Fo.     Ainoiuit  :       Date 


£   s  .1 


I'o. 


Amount 


lialuiiCL's 
Date      Amount 


£    ^    d 


£   s   ,1 


CALLS. 

When  the  whole  of  the  Capital  issue  is  called  up 
before  the  Share  Ledger  is  t>i)ened,  the  Calls  made 


from  time  to  time  are  entered  in  the  column,  or 
columns,  provitled  for  that  purpose  in  the  Applica- 
tion and  Allotment  Sheets  {vide  form  on  page  71), 
and  the  nmnies  received  in  payment  of  such  Calls 
are  also  posted  to  these  Sheets  from  the  Cash  B«K)k. 
If,  however,  the  Share  Ledger  is  oixmetl  Ixifore  the 
whole  of  the  Capital  is  called  up,  a  special  "Call 
Book"  has  to  be  provided.  This,  however,  will  be 
ruled  in  the  same  manner  as  the  simplest  f«»nn  of 
Day  Ijook,  and  therefore  requires  no  detailed 
description.  It  may  be  mentitmed  in  passing  that 
if  Capital  receipts  are  entered  in  detail  in  the 
( leneral  Cash  Book,  it  is  desirable  to  provide  an 
additional  (inside)  cohunn  btr  the  record  tif  details, 
so  that  only  the  periodical  totals  may  be  jxjsted  into 
the  Cleneral  Ledger.  Save,  h«»wever,  in  the  case 
of  comparatively  small  companies,  it  is  usually  more 
con\enienl  to  empl(>y  a  subsidiary  Cash  Hook  for 
the  record  of  these  receipts,  the  daily  t«Hals  t»idy 
appearing  in  the  (lenend  Cash  Book;  and  where 
there  are  several  different  classes  of  shares,  it  will 
generally  be  found  desirable  to  open  a  sj^eiMal 
banking  acctnint  in  resjHict  of  ciii/t,  and  to  employ  a 
subsidiary  Cash  Book  for  monies  received  in  resi)ect 
of  each  class.  In  intermediate  cases,  however,  one 
Subsidiary  Cash  Btiok  will  suffice;  but,  if  so, 
separate  ct»lumns  shouhl  be  provitled  in  that  Cash 
Book  for  each  class  of  Capital,  with  a  view  10 
facilitating  the  sectional  balancing  of  the  Ledgers. 

SHARE  CERTIFICATES. 

For  the  puri)oses  of  this  WDrk,  it  is  unnecessary  to 
discuss  in  detail  the  duties  of  a  Company  Secretary, 
other  than  those  whi<h  arise  directly  out  of  the 
accounts.  It  may  be  mentioned  in  passing,  how- 
ever, that  at  about  this  stage  Share  Certificates  will 
have  to  be  issued,  to  be  delivered  up  in  exchange 
for  Allotment  Letters  and  Bankers'  receipts  for 
instalments  of  Capital  paid.  It  is  convenient  that  a 
column  should  be  added  to  the  Application   and 
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Allotment  Sheets  for  the  record  of  the  consecutive 
numbers  of  these  certificates:  and  if  transfers  are 
likely  to  be  numerous,   it  will  be   found   to  be  far 
more  satisfactcjry  to  provide  a  form  <jf  Certificate 
that  allows  fjf  the  distinctive  numbers  being  placed 
in  the  margin,  rather  than  to  employ  a  form  which 
requires  the  distinctive  numbers  to  be  inserted  in 
the  body  of  the  Certificate,  as  the  latter  fonn  is  very 
inc.nvenient  if  several  groups  of  shares  have  t.i  be 
placed  on  the  same  Certificate.    In  the  case  of  Stock 
certificates,  such  a  difficulty  does  not   arise,  as  no 
distimnive  numbers  are  required,  and  the  aggregate 
amoiMU  of  stock  need  never  be  stateil  in  nn.re  than 
*»ne  figure.      For  example,   if  it   becomes  necessary 
to  register  ^1,500  stock  in  the  name  «>f  A.,  whi<h 
has  been  a.quire.1  by  him  from,  say,  five  different 
stock-holders,     the     Clertificate    will     only     be     for 
"^1.500   stock,"    whereas     if     1,500     .shares    have 
been  a<-quired  from  Wm:  different  sharehol.lers,  there 
will  probably  be  at  least  five  gnjups  of  distinctive 
numbers,  and  jwrhaps  c«jnsiderably  more. 

TRANSFERS, 

whether  of  Shares,  Debentures,  or  Stwk,  in  no  way 
affect  the  financial  i^jsilion  of  the   Company,  and 
therefore  involve  no  entries  whatever  in  the  financial 
bo..ks.     Naturally,   h.»wever,   they  involve  the  entry 
of  corresjx.nding  rc<-ords  in  the  Share,  Debenture, 
or    Stock    Ledgers,    as   the    case  may    be.      These 
entries  are  made  through  the  medium  of  a  Register 
of  Transfers,   a   book  whi<h   is  in   the  nature  of  a 
Journal,   kept   (for   the   sake   of  c.>nvenience)   uiK,n 
tabular   lines.     The   following    is  a    fuller  form   of 
luling  than   is  perhaps  generally   adopted,   but   the 
additional  columns  will  in  all  cases  be  found  to  facili- 
tate the  rapid  record  of  transactions,  while  at  the 
same  time  avoiding  as  far  as  possible  the  risk   of 
errors.     The  additional  columns  for  the  number  of 
the  old  Certificate   and    the   numbers  of   the   new 
Certificates  will    be    found    particularly    useful  in 
practice. 
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ACQUISITION  OF  PROPERTY. 

In  the  majority  of  rases  a  new  Company  is  fomied 
ffir  purposes  which  in(  hide  Ihe  acquisition  of  some 
specific  property  or  business,  or  of  several  such,  with 
a  view    to   working   them    thereafter.     Accordingly 
what     are    known     in     bookkeeping     as    "  opening 
entries"  are  of  very  common  occurrence  in  conne<'- 
tion  with  Company  Accounts,  and  even  when  a  Com- 
pany is  formed  with  what  may  l)e  termed  a  "clean 
slate" — that  is  to  say,  without  being  tied  down  to 
the  acquisition  of  any  specific  property  for  the  pur- 
pose of  carrying  out  its  objects — it  will  doubtless 
in    the   near   future    have    to   enter    into    such    a 
transaction  in  some  form  or  another.    Consequently 
"  o[)ening     entries "     of     some     kind     will     almost 
invariably  ha\e  to  be  made  in  the  books  of  a  Com- 
pany during  the  earlier  stages  of  its  career.     These 
ojiening  entries  differ  only  in  form  from  those  with 
which  the  reader  is  dtaibtless  already  acquainted  in 
connection  with  elementary   bookkeeping  exercises. 
Whenever   property  is    acquired,    the    account,    or 
accounts,  that  are  set  aside  to  record  transactions 
in   such   property  are   debited  with  the  cost  price 
thereof,  and  the  Personal  Accoiuit  of  the  Vendor  is 
credited.     This  elementary  principle  of  bookkeeping 
holds  good  for  large  as  well  as  for  small  transactions. 
The  basis   of  the  transaction   will   be   a   contract, 
under   seal,   entered   into   by   the   Company,   under 
which  for  a  certain  specified  consideration  it  agrees 
to  acquire  certain  specific  property.    Such  a  contract 
is,  as  a  rule,  confirmatory  to  a  preliminary  contract 
previously  entered  into  between  the  Vendor  and  a 
trustee  on  behalf  of  the  Company,  the  object  of  such 
preliminary  contract  being  to  give  the  Company  a 
"  firm  option  "  to  purchase.   Jt  need  hardly  be  stated, 
however,    that    such  a   preliminary  contract    is    not 
essential,  and  that  its  only  object  is  to  bind   the 
Vendor  until  such   time   as  the  Company   is  in   a 
position    to    contract    for   itself.      A    short   way   of 
recording    such    a    transaction   would    be  to    debit 


accounts  representing  the  various  assets  acquired, 
and  to  credit  accounts  representing  the  various 
liabilities  (if  any)  taken  over,  and  the  various  classes 
of  consiileration  given  by  way  of  purchase-price. 
In  practice,  however,  such  a  mode  of  accounting 
would  be  inconvenient —  first,  because  the  considera- 
tion is  not  invariably  wh(»lly  given  at  the  time  that 
the  contract  becomes  binding;  and,  secondly, 
because  the  actual  consideration  that  passes  in 
practice  will  never  be  exactly  the  same  as  the 
nominal  consideration  named  in  the  contract.  The 
causes  of  these  differences,  and  the  best  method  of 
dealing  with  them  in  accounts  is  shown  in  detail  in 
Chapter  X.,  for  our  present  purposes,  therefore,  it 
may  be  assumed,  ior  the  sake  of  simplicity,  that  the 
actual  consideration  that  jwsses  is  the  same  as  the 
nominal  consideration. 

As  at  the  dale  of  the  executi«>n  of  the  contract  of 
purchase,  a  Journal  entry  should  be  made,  crediting 
the  Vendors  with  the  nominal  purchase  considera- 
tion and  debiting  the  various  assets  acquired.  If  (as 
is  very  frequently  the  case)  the  contract  of  sale 
includes  the  taking  over  of  the  Vendor's  liabilities 
by  the  Company,  then,  of  ctiurse,  accounts  must  be 
opened  and  credited  with  the  amount  of  such 
liabilities,  and  the  credit  to  the  Personal  Account 
of  the  Vendor  will  be  reduced  to  a  corresponding 
extent.  As,  and  when,  the  purchase-money  is  paid, 
the  Vendor's  account  will  be  debited ;  and  when  the 
whole  purchase-price  has  been  paid  no  balance  will 
remain  outstanding  on  the  Vendor's  account. 

If  the  whole  of  the  purchase-price  is  agreed  to  be 
dis<harged  in  cash,  the  payment  of  the  Vendor  is  a 
very  simple  matter,  and  will  be  recorded  in  the 
books  by  means  of  ixistings  to  the  debit  of  the 
Vendor's  account  from  the  credit  side  of  the  Cash 
Book.  As  a  rule,  however,  only  a  portion  of  the 
purchase-price  is  so  discharged,  and  in  some  cases 
the  Vendor  agrees  to  receive  nothing  whatever  in 
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Cash.  The  purchase-consideration  is,  as  a 
rule,  discharged  either  wholly  or  pirtially  by 
the  issue  of  Shares  or  Debentures,  cre<lited 
as  fully-paid  up;  that  is  to  say.  Shares  or 
Debentures  which  involve  upon  the  allottee  no 
liability  to  pay  to  the  Company  the  face-value 
thereof.  Such  "  paper  "  consideration  is  regarded  as 
being  valid  payment,  and  although  in  many  cases  the 
purchase-price  may  be  swollen  to  compensate  for 
the  non-payment  of  Cash,  in  other  cases  it  may  be 
actually  reduced  by  this  process,  because  the  con- 
sideration is  known  to  have  an  intrinsic  value  con- 
siderably in  excess  of  par.  Prior  to  the  passing  of 
the  C«»mpanies  Act,  1900,  the  issue  of  "fully-paid" 
Shares  was  beset  by  numerous  restrictions,  which  not 
infrequently  resulteil  in  considerable  hardship  to  the 
allottees,  or  to  subsequent  transferees  to  whom  a 
legal  knowledge  of  the  circumstances  might  be 
impute*!.  Under  the  Companies  Act,  1900,  however, 
it  was  provided  that  so  long  as  Shares  are  duly  paid 
for,  they  need  not  necessarily  be  paid  for  in  cash ; 
all  that  is  now  necessary  is  that,  when  it  is  sought  to 
avoid  the  liability  to  pay  for  such  Shares  in  cash,  a 


contract  reciting  the  whole  of  the  circumstances 
under  which  the  allottee  claims  such  Shares  as  fully 
paid-up  must  be  filed  with  the  Registrar  of  Joint 
Stfjck  Companies  within  one  month  from  the  date  of 
the  allotment  of  such  Shares.  This  contract  should 
invariably  be  prepared  by  the  Company's  Solicitors, 
and  need  not  therefore  be  discussed  in  these  pages. 
From  the  pc>int  of  view  of  the  accounts,  all  that  is 
necessary  is  that  there  should  have  been  such  a  con- 
tract, that  its  execution  should  have  been  duly 
authorised  by  the  Directors,  and  that  such  authorisa- 
tion should  have  been  reconled  in  the  Company's 
Minute  .Rook.  The  Journal  entry  recording  the 
transaction  should  refer  to  the  contract,  and  also  to 
the  Minute  authorising  its  execution.  The  nature  of 
the  entry  is  that  it  debits  the  Vendor  with  the 
nominal  value  of  the  consideration  paid  to  him,  an«l 
credits  such  value  to  the  accounts  opened  to  record 
the  amount  called  up  from  time  to  time  on  the 
various  classes  of  Shares  or  Debentures  issued. 
With  these  preliminary  remarks  the  exact  nature  of 
the  opening  entries  of  a  Company  will  be  readily 
understood  from  a  study  of  the  following — 


PROBLEM.— A  Company,  under  a  contract  dated  ist  January  1903,  takes  over  as  a  going  concern  the 

business  of  A.  Jones.  The  purchase-price  is  agreed  at  ;Cioo,ooo,  payable  as  to  /"scooo  in 
Ordinary  Shares  of  £1  each,  ;f25.ooo  in  6  per  cent.  Preference  Shares  of  £1  each,  and  the 
balance  in  cash. 


The  assets  consist  of  Freehold  Land  and  Buildings,  ;f  16,000 ;  Plant  and  Machiner>% /•42,ooo ; 
Stock -in-Trade,  ;^37,ooo;  Book  Debts,  £51,000.  The  liabilities  are  Sundry  Creditors 
on  Open  Account,  ;f  27,000 ;  Bills  Payable,  ^19,000. 


The  completion  of  sale  takes  place  on  12th  January  1903. 


Show,  by  means  of  Journal  entries,  the  necessary  entries  in  the  financial  books  of  the  Company, 
disregarding  the  apportionment  of  outstandings  (vide  Chapter  X.) :— 
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JOIKNAL,  1903. 


ist  January. 

Freehold  Lnnd  and  Buildings  ..  .,  ..  ,. 

Plant  and  Machinery  ..  ..  ..  ..  ,. 

Stock-in-Trade       ..  ..  ..  ..  ..  ,. 

Sold  Ledger  Account 

To  A.  Jones     ..  ..  ..  ..  ,.  ..  .. 

{Bciuf^  Property,  ns  Jcscrihed  ahovi\  acquirctl  from  Mr.  A.  Jones,  as  per 
contract  of  this  date  thtuecn  him  and  the  Company  ;  vide  Minute  No.      .) 

A.  Jones  ••  •.  *•  ••  ••  •»  ., 

To  Bought  Ledger  Account 
,,  Bills  Payable 

(Beini;  Liabilities,  as  above  described,  taken  over  from  Mr.  A.  Jones, 
under  contract  of  this  date  betueen  him  and  the  Company  ;  vide  Minute 
No.  —.) 


1 2th  January. 
A. Jones 

To  Ordinary  Share  Capital  .Account  . .  . .  , . 

,,  6  per  cent.  Preference  Share  Capital  .\ccount  . .  . . 

ft  ^Asn  ••  ••  ..  ..  ■•  ««  ,, 

(Beini^  50,000  Ordinary  Shares  of  £1  each,  Nos.  8-50,007  and  25,000  6 
per  cent.  Preference  Shares  of  £1  each,  Nos.  150,001 -i 75,0^)0,  <///o//«-</ /o /I. 
Jones  as  fully  paid-up,  in  pursuance  of  contract  betueen  him  and  the 
Company,  dated  ist  inst.,  filed  i^ith  the  Ret^istrar  of  Joint-Stock  Companies 
this  day  :  also  Cash  paid  him,  beiui:;  balance  of  consideration  under  such 
contract;  vide   Minute  No. — .) 


£' 

s 

d 

16,000 

0 

0 

42,000 

0 

0 

37.000 

0 

0 

51.000 

0 

0 

46,000    o    o 


100,000    o    o 


s    d 


146,000    o    o 


27.000    o    o 
19,000    o    o 


50,000  o  o 
25,000  o  o 
25,000    o    o 


Before  leaving  this  subject,  it  is  desirable  to  draw 
attention  to  two  mo<1ifications  that  .sometimes  arise 
in  practice,  (i)  Occasionally  the  Share  considera- 
tion paid  to  the  Vendor  will  take  the  form  of  partly 
paid-up  Shares,  instead  of  fully  paid-up  Shares.  In 
such  a  case,  the  Vendor  will  be  debited,  antl  the 
Share  Capital  Account  credited,  with  the  amount 
agreed  to  be  regarded  as  paid-up  up>n  the  Shares 
in  question  ;  and  therefore  Calls,  uj>  to  the  nominal 
value  of  the  Shares,  may  l>e  made  by  the  Company 
thereafter.  The  issue  of  partly  paid-up  Shares  is, 
for  practical  purpises,  restricted  to  "  reconstruc- 
tions," which  are  considered  fully  in  Chapter  XVI. 
(2)  Occasionally  the  agreed  purchase-consideration 
will  be  satisfied  by  an  issue  of  fully  paid-up  Shares 
amounting  in  all  to  a  smaller  sum.  So  long  as  it  is 
perfectly  clear  that  the  assets  acquire*!  by  the  Com- 
pany are  worth  the  nominal  value  attached  to  them, 
the  effect  of  such  an  arrangement  as  this  i»  that  the 
Vendor's  Shares  are  issued  to  him  "  at  a  premium," 
and  the  proper  treatment  of  premiums  is  explained 
hereafter.     There  is,  as  a  rule,  no  inducement  to 


unduly  inflate  the  purchase-consideration,  because 
an  ad  valorem  stamp  duty  has  to  be  paid  thereon; 
but  if  the  Shares  i.ssued  to  the  Vendor  in  satisfac- 
tion of  purchase  price  are  n<»t  worth  more  than  par, 
a  serious  question  may  arise  as  to  whether  the  real 
fa«'ts  of  the  ca.se  are  not  that  the  actual  cost  price 
I0  the  CtmtpuHY  of  the  assets  accpiireil  by  it  is  less 
tlian  tlu*  pri(»'  slated  in  the  contract  of  sale.  In 
such  a  case,  it  wouM  not  be  proi)er  to  debit  the 
various  a.ssels'  accounts  with  anything  in  e.xcess  of 
the  actual  co.st  price,  an«l  it  may  theref«)re  l>ecome 
necessary  to  go  behind  the  letter  of  the  contract  of 
sale,  ascertain  the  true  facts,  and  (for  purpf)ses  of 
a«"counting)  reduce  the  pun'hase-price  accordingly. 
Such  cases  are,  however,  not  very  likely  to  often 
occur  in  practice. 

FORFEITURE  OF  SHARES. 

Under  most  Articles  of  Association,  the  power  is 
resene«l  to  the  ('ompany  to  forfeit  any  of  the 
Shares  upon  which  Calls  may  remain  unpaid  for 
nvore  than  a  prescribed  length  of  time.  This  power 
can,  however,  only  be  exercised  after  due  notice  has 
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been  given  to  the  registered  holder  of  such  Shares. 
In  order  to  clearly  understand  the  necessary  entries 
to    be    made    on    a    forfeiture    taking    place,    it    is 
imf)ortant  to  appreciate  tlu;   stat«  of   the  books  at 
that  «late.      Ijrom   lim«'  to   time  the  Shan*   (Capital 
Acrount  will  show  as  a  cr<*<1it  balance  th«'  aggregate 
amount   called   up  uiv.n  all   .Shan-s  that   may    have 
been  issued,  while  the  .'\llotm(M)t   Account  (or  (!alls 
Account,  as  the  case  may  bi?)  will  .show  as  a  debit 
balance  the  am«»unt  in  arrear.     The  effect  of  for- 
feiture is  to  forfeit  all  the  rif^lils  of  lh«;  then  holder 
of  such  Shares  ami   to  reduce  pro  iaiiio  the  issued 
Capital  of  the  Company.    Accordinf^ly,  w  hen  Shares 
are    forfeited,     ijie    credit     balan<e    of    the    Share 
Capital    Account   must   be  reduced    by  the   anviunl 
call«'d    up  on    such    Shares    as   have   been  forfeited. 
The    a<t    of     forfeiture     dr>es     not   extinguish    the 
liability  of   the   lat«?   sharehoMer,  and    therefore  at 
first  sight  it  might  appear  t()  be  unnecessary'  to  write 
off  the  debit  balance  »>n   the  Allotment  (or  Calls) 
Account ;    but  inasmu«'h   as   .such  balan<e  is   in  all 
probability  a   Bad   Debt,   the  moment  of  forfeiture 
would  appear  to  be  the  i>roper  time  to  write  this 
fictitious  as.set  out  of  the  book.s,  and  in  any  ev«it 
it    can    no    longer    be    correctly    described    as    the 
amount    xXwq   from     a     member     of    the  Company, 
Therefore,  in  so  far  as  the  amount  called  up  w\y^^\^ 


the  Shares  forfeited  represents  an  amount  due  on 
.such  Shares,  it  sh(»ul<l  be  credited  to  the  Allotment 
(or  Calls)  Account.  an<l  the  difference,  which  repre- 
sents the?  amount  actually  received  by  the  Company 
on   the  ,Sharrs   th')t  have  been   forfeited,   should  be 
transferred  to  a  "  Forfeited  Shares  Account."     If  the 
arrtrars    of    Calls    are     ultimately     recovered     after 
forfeiture    lliey    should     be    also    credited    to    the 
Korfeil(r«l     Shares     Account.        The     Directors     of 
a    Ccrtiipany    have    jxiwer    to    from    time    to    time 
re-issue    such     Shares     as     may     have     btHMi     for- 
feited, and,  if  they  be  re-is.sued  at  par,  the  entries 
in  the  llnanr  ial  books  will  be  in  all  re«:pects  upon 
the   same   lines  as   though   the   Shares   .so  re-issued 
fomieil  part  of  a  new  issue;  but  the  Directors  mav, 
if    they    think    it    in    the    interest    of  the    Company, 
re-issue  such  Shares  at  any  dis(v»unt,  not  exceeding 
the    amount    previously    received    from  the    original 
sharehohler.     The  amount  .standing  to  the  credit  of 
the  Forfeitefl  Shares  Account  is  available  to  make 
goo<l  this  Di.scount,  and  must  be  re-transferred  from 
the  Forfeited  Shares  Account  to  the  credit  of  Appli- 
cations and  Allotments  Account.     Any  l)alance  that 
may  then  remain  outstanding  on  the  credit  of  the 
I'\irfeited    Shares    Account    represents    a    Premium 
received  on  Shares,  and  may  be  treated  accordingly. 


PROBLEM. 


-The  Directors  of  a  Company  pass  a  re.-^lntion  on  ijth  July  1903  forfeiting,'  100  Ordinary  Shares 
of  £\  each,  upon  which  a  deposit  of  2s.  ftd.  per  Share  has  been  received,  hut  upon  which  the 
7s.  6d.  due  on  allotment  and  a  further  call  of  5s.  per  Share  remain  luipaid.  On  the  same 
d.ate  they  reissue  the  Sh.ires  to  one  of  their  number,  credited  with  15s.  per  Share  paid-up 
thereon,  for  £^0.  Show,  in  Journal  form,  the  necessary  entries  in  the  financial  books  of  the 
Company. 

JOTIRN.XL,  1003. 


13th  July. 

Share  Capital  Account 

To  .Mlotment  Account     ..  ..  ..  .*  * 

„  Call  .Account 

.,  Forfeited  Shares  Account 

(Bfi//^-^   100  Shares,  No.  —  to  — ,  standinf^  in  the  name  of 
forfeited  this  day  for  nonpayment  of  Calls,  vide  Minute  No.  — ). 


£   s 

d 

£   s 

d 

75  <■> 

C) 

37  10 

0 

•  ■ 

25,0 

0 

•  • 

13  10 

0 

Forfeited  Shares  Re-issued  Account 

To  Share  Capital  Account 
Cash 
Forfeited  Shares  Account 

To  Forfeited  Shares  Re-issued  Account 

(Being  100  Shares,  No.  —  to  — ,  re-issued  to  - 
per  Share  paid-up,  for  £70,  vide  Minute  No.  — .) 


-,  credited  with  15s. 


75    o    o 
70    o    o 

500 


75     o     o 


7500 
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In  the  Share  Books  of  the  Company  the  best  ment.  Tn  the  Share  Books  the  best  method  of  deal- 
way  of  dealing  with  forfeitures  is  to  pass  an  entry  ing  with  such  premiums  is  to  provide  an  additional 
through  the  Register  of  Transfers,  transferring  such  rolumn  (»n  the  Applii-ation  and  Allotment  Sheets 
Shares  from  the  name  f>f  the  original  holder  to  a  for  the  amount  «lue  in  respect  of  such  Premiums. 
"Forfeited  Shares  Account,"  and  upon  their  re-issue  There  is  no  occasion  to  divide  the  Cash  columns  in 
to  transfer  them  back  from  the  I'Orfeited  Shares  the  same  way,  as,  if  the  whole  amount  due  is  not 
Account  into  the  name  of  the  new  holder.  In  order  paid,  the  first  monies  received  would  he  allocated  as 
to  complete  the  record  which  v(vuches  the  entries  in  btting  in  respe<*t  of  the  Premium  charged.  Such 
the  Register  of  Transfers,  it  is  desirable  that  a  slip  Premium  would  invariably  be  received  before  the 
should  be  inserted  in  the  proper  place  in  the  Cuard  ^^^^ies  are  transferred  to  the  Share  Ledger,  and 
Brx.k  where  transfers  are  filed,  fully  recording  the  consequently   the   or.linary   form   of  ruling   for  the 

facts  and  the  authorltv  for  the  entries  made.  ol        t     i           -n    .-n  u       n  .i.  .  •            -it 

Share  I.e<lger  will  still  be  all  that  is  required.     In 

ISSUE  OF  SHARES  AT  A  PREMIUM.  |  ^^^  financial  books  the  Applications  and  Allotments 

Sometimes  an   issue  of  Shares  is  made   under  Account  must  be  debite<l  with  the  total  amount  <lue 

such  circumstances  that  subscribers  are  required,  in  ""  allotment,  including  Premiums;   but  -the  amount 

addition  to  payin^^  up  the  face  value  of  such  Shares,  I  of  such  Premiums,  instead  of  being  cre<lite<i  to  the 

to  pay  a  Premium  (or  Bonus)  to  the  Company  in  Share   Capital    Account,    should    be   credited  to   a 

consideration  of  receiving  the  privilege  of  an  allot-  .Premiums  Account,  as  .shown  in  the  following:  — 


PROBLEM. — A  Company  ofTers  for  subscription  100,000  Shares  of  £1  each,  at  a  premium  of  2s.  6d.  per  Share, 

payable  5s.  on  application,  7s.  6d.  on  allotment,  and  the  balance  one  month  after  allotment. 
Show  the  necessary  entries  in  the  financial  books  of  the  Company,  assuming  that  the 
subscription  list  opened  on  14th  July  1903,  that  applications  were  then  received  for  120,000 
Shares,  and  that  the  Company  went  to  allotment  on  the  following  day. 


Dr. 


SHARE     CAPITAL    ACCOUNT. 


Cr. 


1903 
July    15 


By  Application  Account 
«   Allotment  Account 
.  Call  Account 


Dr. 


1903 
July    15 


APPLICATION     ACCOUNT. 


£  •  d 

12,300  o  o 

37,500  o  o 

50,000  o  o 


Cr. 


£  s  d 

To  Share  Capital  Account 13,500  o  o 

»  Premium  Account         12,500  o  o 

■>  Cash  5,000  o  o 


1903 
July    14 


Dr. 


1  /^^ 

July    15 


To  Share  Capital  Account 


ALLOTMENT    ACCOUNT. 


£     s  d 
37,500    o    o 


1903 

July    - 


By  Cash 


Cr. 


£      •  d 

37,500    o    o 


Dr. 


1903 


CALL    ACCOUNT. 


Aug.   15  I  To  Share  Capital  Account. 


£     s  d 

50,000    o    o 


By  Ca&h 


Cr. 


£       •   d 
30,000   o   o 
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Dr. 


rKKMIUM     ACCOUNT. 


i()03 


July    15      IJy  Applicatijn  Account 


Cr. 


f        s     d 
,500    o    o 


Dr. 


'9U3 


CASH. 


July     14      To  A|i|>liratii>ii  .Vccniint 

—       ,    Allotment  Account 
Auu.  —       ,    Call  Account 


CONTRA. 


£  s  d    i      1903 

3o,»x»i)  o  o      July     15  ;  My  .\|.|»lication  .Vccuunt  (deposits  returned) 

37,5o«  I)  o 

50,000  O  o 


0. 


£     s   .1 

5,000    o    o 


The  question  as  to  how  Premiums  should  eventu- 
ally be  treated  is,  from  some  i)oints  of  view,  still  an 
oi>en  one,  it  never  having  been  expressly  decided 
whether  or  not  such  Premiums  are  legally  available 
for  distribution  by  way  of  dividend.  It  would 
apiH;ar,  however,  to  be  doubtful  whether  they  can 
be  legally  .so  di.stributed,  and  it  is  therefore  thought 
desirable  that,  in.stead  of  following  the  u.sual 
practice  of  transferring  Premiums  to  Reserve  Fund, 
they  should  be  retained  permanently  to  the  (Tedit  of 
"Premiums  Account,"  and  shown  as  a  separate  item 
U[X)n  the  Liabilities'  side  of  the  Balance  Sheet.  In 
Companies  whose  accounts  are  kept  upon  the 
"D.mble  Acn.unt  System"  {7-idc  Chapter  XI 1.)  all 
Premiums  receiveil  are  treated  as  part  of  the  Capital 
Re<cipls  (»f  the  C«»mpauy. 

DEBENTURES. 

As  has  already  been  staled,  the  entries  in  con- 
nection with  the  issue  of  Debenture.s,  or  Debenture 
SU)ck,  follt>w  upm  exactly  the  same  lines  as  those 
alreaily  explainetl  in  connection  with  the  issue  of 
.Shares  or  Stock.  It  remains  to  be  added,  however, 
that  whereas  the  latter  cannot  be  issued  at  a  Dis- 
rount  and  are  irreileemable,  the  former  may  be 
i.ssiied  at  a  Di.scount,  and  may  be  issued  uixui  such 
terms  that  they  are  redeemable,  either  by  notice,  or 
at  the  expiration  of  a  certain  definite  period.  The 
proper  entries  in  ("onnection  with  the  issue  of  Deben- 
tures at  a  Discount  and  the  redemption  of 
Debentures  have  therefore  still  to  be  considered. 


ISSUE  OF  DEBENTUkES  AT  A  DISCOUNT. 

The  entries  in  this  ca.se  are  naturally  the  converse 
of  the  issue  at  a  Premium,  with  the  result  that 
**  Discounts  Account  "  must  be  debited,  and  '•  Appli- 
cations Account"  credited  with  the  anvuint  agreed 
to  be  (leductetl  from  the  nominal  \alue  of  the 
Debentures  as  an  inducement  to  sub.sc  riber.s.  The 
position  is  thus  in  many  resj)e<'ts  analt.gous  to  an 
is.sue  of  partly-paid  Shares.  In  liie  detailed  Deben- 
ture bo<^)ks  the  most  convenient  method  is  to  jiro- 
vide  a  special  column  on  the  Application  and  Allot- 
ment Sheets  for  the  amount  agreed  to  be  considered 
as  allowed  off  the  nominal  value  of  th'j  Debentures 
allotteil,  and  no  entries  need  appear  in  connection 
with  the  matter  in  the  Debenture  Ledger. 

The  pro|>er  treatment  of  the  debit  balance  on  the 
"  Discounts  Account "  varies  according  to  the  terms 
of  the  issue.  It  is  perhaps  desirable,  however,  to 
mention  in  passing  that  a  special  Disi-ounts  Account 
should  be  opened  in  resjxsct  of  each  such  issue,  and 
that  under  no  cin:umstances  should  these  Discounts 
be  confused  with  the  ordinar>-  Discounts  allowed  by 
the  Company  in  the  course  of  its  trading  6i)erati<ms. 
If  the  Debentures  are  irredeemable,  the  debit  balance 
of  the  Discounts  Account  will  only  become  a  reali.sed 
loss  in  the  event  of  the  Company  going  into  liqui- 
dation, and  it  would  therefore  not  be  improper  to 
permanently  include  it  upon  the  Assets'  side  of  the 
Balance  Sheet,  or  to  deduct  it  from  the  liability 
under  Debentures   appearing  upon   the   Liabilities' 
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side;  but  although  such  treatment  might  l»c  i>ermis- 
sible,  it  would  undoubtedly  be  j>referable  for  the  loss 
to  be  written  off  over  a  term  of  years,  in  the  same 
manner  as  it  is  usual  to  gradually  write  off  I'rt- 
liminar\-  Expenses.  If,  on  the  other  hand,  the 
Debentures  are  redeemable,  then  clearly  the  amount 
of  the  Discounts  allowed  upon  the  issue  will  l>erome 
a  realised  loss  on  the  dale  when  such  Debentures 
become  redeemable,  and  under  these  cinumstances 
it  is  essential  that  the  loss  should  be  written  off,  out 
of  Revenue,  during  the  period  of  such  issue.  For 
example,  if  the  Debentures  be  redeemable  in  se\en 
year.i'  time,  then  one-seventh  of  the  aggregate  Dis- 
count allowed  should  be  written  off  against  Profits 
ea«'h  year. 

REDEMPTION  OF  DEBENTURES. 

In  the  Debenture  books  the  best  method  of  deal- 
ing with  Debentures  redeemed  is,  through  the 
medium  of  the  Register  of  Transfers,  to  transfer 
such  Debentures  as  are  redeemed  from  time  to  time 
to  a  "Debentures  Redeemed  A(X'ount."  In  the 
financial  b(M)ks  the  entries  are  not,  as  a  rule, 
sufficiently  numerous  to  make  it  worth  while  to  adopt 
any  abbreviated  method,  and  it  will  therefore  in 
general  answer  all  practical  purposes  if  Debentures 
Account  be  debited,  and  Ca.sh  credited,  with  the 
amount  paid  to  Debenture-holders  from  time  to  time 
in  redemj)iion  of  these  liabilities.  If,  however,  the 
numl)er  of  Debenture-holders  renders  some  form  of 
abbreviated  entry  desirable,  the  detailed  particulars 
of  the  various  payments  may  api>ear  in  an  inner 
column  of  the  C'ash  Book,  and  the  t«»lal  only  may 
be  [X)sted  to  the  debit  of  the  Debentures  Account. 
In  exchange  lor  the  monies  so  paid,  the  original 
Debenture    Bonds    should,    of   course,    be    received 


frt)m   the  Debenture  Ik »lders,   and   submitted  to   the 
Auditors  as  \»»uchers  for  the  respective  payments. 

CONVERSIONS  AND  SPLITS. 

Conversions  of  fully-paid  Shares  into  St^nk,  or  of 
SuM:k  of  one  denomination  into  Stink  of  am»ther 
denomination,  and  the  "splitting"  of  Shares  or 
Stock  into  two  denominations,  are  transactions  that 
(!o  noi  often  occur  in  conne<"tion  with  registered 
Ciimpuiies,  but  they  are  comparatively  <(»mmon 
with  railway  companies  an<l  odier  undertakings 
incorp»rate«l  by  special  .\ct  of  Parliament.  The 
authority  for  such  tran.sactions  will,  of  course, 
under  these  circumstances  be  obtained  by  a  supple- 
mentary Act,  or  from  a  provision  already  made  in 
the  existing  Private  Act,  When  Shares  are  con- 
verted into  Stix'k,  the  entries  in  the  financial  l)ooks 
are  of  quite  a  simple  kind,  all  that  is  necessary 
l>eing  to  reduce  the  credit  balan«'e  on  the  appro- 
priate Share  Capital  Account  and  to  credit  a  corre- 
.sp<mding  sum  to  the  new  Stock  Account.  If  the 
nominal  amount  of  the  new  Stock  be  less  than  the 
amount  paid  up  up(Mi  the  old  Shares,  the  new  Stock 
has  been  issued  at  a  Premium ;  if  the  nominal 
anioimt  be  more,  the  new  St(x!k  has  been  issued  at 
a  Discount.  Under  these  circumstances,  however, 
the  Discount  is  usually  "  capitalised,"  and  not 
gradually  written  off  out  of  profits.  In  the  depart- 
mental books  it  will  generally  be  found  best  to  open 
an  entirely  new  Stock  Ledger,  and  to  close  up  the 
old  Share  Ledger;  and  as  the  number  of  Personal 
Accounts  is  generally  very  considerable,  it  will 
usually  be  found  convenient  to  pass  these  transfers 
through  a  specially  designed  "  Conversion  Journal  " 
ruled  somewhat  as  follows:  — 


EXAMPLE: 


FORM   OF   CONVERSION   JOURNAL   (Shares  into  Stock). 


Old  Shares 


Share 

Ledger 

Folio 


No.  of 
Shares  i 


Distinctive  Nos. 


From 


To 


No.  of 

Ol.l 

Certiticate 


New  Stock 


Address 


Occupation 


No.  of 

New 

Certiticate 
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When  Stock  (jf  one  description  is  con\erted  into 
Stock  of  another  (as,  for  example,  when  5  per  cent. 
Stork  is  converted  into  4  per  cent.  Stock),  the 
capitnl  value  of  the  Stock  will  usually  be  increased 
pro  raidy  .so  that  the  income  actually  paid  to  the 
Stockholders  may  remain  the  same.  In  effect, 
therefore,  the  new  Stock  is  issued  at  a  discount.  In 
other  respe<'ts  it  follows  the  same  lines  as  those 
already  in<licated,  save  that  the  Conversion  Journal 
will  require  some  slight  nKnlification,  sf)  far  as  the 
ruling  of  the  left-hand  side  is  concerned. 

The    commonest    form    of    "  splitting "    is   when 
imifr»rm  Shares  or  Stock  are  split  up  into  Preference 
and  Ordinary  Shares  or  Sto<-k.     If  the  amount  of 
new  Shares  (or  Stock)   is.sued  in  exchange  for  the 
old  i.s,  in  the  aggregate,  equal  to  the  nominal  amcjunt 
of  old  Shares  (or  Sl(M-k)  the  new  issue  is  at  par ;  but 
if— as  is  very  often  the  case— ^^i  00  of  the  Sto<-k 
is  .split  up  into  ^^loo  Preference  Strn-k  and  ^100 
Ordinary  Stock,  the  new  issue  is,  of  course,   at  a 
Discount  of  50  per  cent.     Such  "  Splits "  are  not 
uncommon    when    the   market    price    is    greatly    in 
excess   of    the    nominal    value,    and    it    is    desired 
(for    purposes    of    con\enience)    to    effect    a    closer 
approximation  of  the  two. 

REGISTRATION  OF  PROB.\TE  OR  LETTERS  OF 
ADMINISTRATION. 

There  is  a  very  general  misapprehension  with 
regard  to  the  con.sequences  that  ensue  up<»n  the 
death  of  a  registered  holder  of  Shares,  Debentures, 
or  Stock.  It  is  frequently  insisted  that  the  invest- 
ment must  be  forthwith  transferred  int«i  the  names 
of  the  legal  personal  representatives  of  the  deceased 
holder,  and  that  it  is  only  after  such  transfer  has  been 
effected  that  the  latter  are  competent  to  dispose  of 
the  investment.  PVom  the  point  of  view  of  the  Com- 
pany, there  is  no  objection  to  this  plan,  which  inci- 
dentally has  the  effect  of  increasing  the  revenue 
from  Transfer  Fees ;  but  it  cannot  be  insisted  upon, 
and  in  the  case  of  partly-paid  Shares  is  altogether 
indefensible,  in  that  it  seeks  to  place  upon  the  legal 
personal  representatives  of  the  deceased  shareholder 


a  personal   liability  for  unpaid  capital   that  cannot 
be  legally  enforced.    The  legal  personal  representa- 
tives (whether  they  be  the  executors  named  in  the 
v.ill  of  the  de*"eased,  or  the  administrators  api^ointed 
by  the  Court  to  administer  his  estate)  are  entitled, 
on  production  of  the  probate,  or  letters  of  adminis- 
tration as  the  case  may  be,  to  have  their  title  to  deal 
with  the  investment  registered,  without  any  transfer 
being  made  into  their  names  personally  ;   and  there- 
after they  may  at   any  time  execute  a  transfer  in 
favour  of  a  purchaser  of  such  Shares.     Until  such 
transfer  is  executed,  any  Calls  that  may  be  due,  or 
become  due,  are  payable  out  of  the  estate  of  the 
deceased  ;    but  the  executors  or  administrators   are 
not    personally    liable    to   pay    Calls,    should    the 
estate  be  deficient.     The  proper  entry  to  make  in 
the  Share  Leilger   notifying  the  title   of   the  legal 
pers(mal  representatives  of  a  deceased  shareholder  is 
as  foUtjws :  — 


Probate  granted  to  A.  of ,  and  B.  of 


on 


19 — .     Registered, 


19-.    X.  Z.. 


Secretary. 


Many  Companies  charge  a  half-a-crown  fee  for 
making  such  an  entry,  and,  as  a  rule,  such  fee  is 
l>aid  without  demur ;  but  inasmuch  as  this  registra- 
tion is  not  a  transfer,  no  fee  can  be  charged  for  its 
ret'ord,  sa\e  in  the  unlikely  event  of  the  Company's 
Articles  of  Association  making  express  provision 
therefor. 

PAYMENT  OF   DIVIDENDS. 

In  the  case  of  an  undertaking  owned  by  a  sole 
trader,  or  a  private  fimi,  the  profit  shown  from  time 
to  time  by  the  Profit  and  Loss  Acctjunt  is  forthwith 
transferred  to  the  Capital  Account  tjf  the  proprietor, 
or,  in  the  case  of  a  firm,  it  is  divided  into  shares 
previously  agreed  upon,  and  the  Capital  Accounts 
of  the  various  partners  are  credited  each  with  his 
respective  share.  In  the  case  of  a  Company,  how- 
ever, the  profit  cannot  be  divided  (save  to  a  limited 
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extent,  when  the  payment  of  interim  dividends  is 
authorised)  until  the  shareholders  in  general  meet- 
ing have  passeil  a  resolution  dealing  with  the  matter. 
Accordingly  the  accounts  that  have  to  be  submitted 
for  approval  at  such  general  meeting  must  show  to 
the  credit  of  Profit  and  Loss  Account  whatever 
balance  is  at  the  disposal  of  the  shareholders. 
Unless,  therefore,  some  special  modification  of  book- 
keeping were  to  be  introduced,  the  Profit  and  Loss 
Account  of  each  successive  vear  would  fail  to  show 
the  actual  results  of  that  year's  operations,  because 
those  results  would  be  obscured  by  the  balance  of 
profit  brought  fcjnvard  from  the  previous  period  and 
its  disposition  during  the  current  period.    It  is  there- 


fore usual  at  the  date  of  balancing,  instea<l  of  bring- 
ing down  the  amount  of  net  profit  as  a  credit  balance, 
to  forthwith  transfer  it  to  another  account  (which  is 
variously  called  "Net  Revenue  Account,"  "Net 
Profit  and  L(jss  Account,"  "  Profit  and  Loss  Appro- 
priation Account,"  &c.),  and  whatever  disposition 
the  shareholders  may  order  of  the  amount  standing 
to  the  cre<lit  of  this  latter  account  is  re<'ordetl  by 
entries  to  the  debit  theretif.  Thai  the  Net  Keventie 
Account  may  be  kept  in  a  concise  form  it  is  con- 
venient that  the  entries  to  the  <lebit  should  be  made 
in  totals  through  the  Journal  to  the  various  accounts 
affected,  upon  the  lines  shown  in  the  following 
,  example :  — 


PROBLEM.— The  X.  Company,  Lim.    on  making  up  its  accounts  to  jtst  December  1902,  shows  .1  b.ilanir 

available  for  distribation  of  ^^7,567  i-'s.  2d.  At  the  Annual  General  MectinK,  held  on  7th 
April  1903,  it  is  resolved  to  declare  a  dividend  on  the  40,000  Preference  Shares  {£1  each)  of 
5  per  cent.,  and  also  a  dividend  of  10  per  cent,  (free  of  income  tax)  on  the  40,000  Ordinary 
Shares  of  £1  each.  ;f  i,0(x>  is  to  be  transferred  to  Reserve  Fund,  and  the  balance  carried 
forward.     Show  the  Ledger  Accounts,  detailing  the  appropriation  of  divisible  profits. 


Dr. 


NET    REVENl  E    ACCOUNT. 


Cr. 


1903 
April  7 


To  Preference  Dividend 
«  Ordinary  Dividend 
K   Reserve  Fund 
.   Balance  down 


/;     s 

2.«.XX1     0 
4.000     0 
I.OCK)      0 

567  «^ 

d 

0    : 

0 

0 

1903 

Jan.    I 
April  8 

£7.567   12 

2 

! 

By  Balance  forward. 


By  Balance  forward. 


£      8    d 

7.567  "     3 


£7,567  la    a 


567  "    a 


Dr. 


TKEFEKENCE     I'lVlDEND     ACCOUNT. 


Cr. 


1903 
April  12 


To  Cash 
.   Income  Tax 


£       s   d 

i,»77     «     8 

122  18    4 


£2,000    o    o 


April  7 


By  Net  Revenue  Account 


£ 

l/XW 

1 

s 
0 

d 

0 

£2,000 

0 

0 

Dr. 


ORDINARY    DIVIDEND    ACCOUNT. 


Cr, 


lyoj 
April  12 


To  Cash 


£      8    d    I      1903 
4.000    o    o      April  7 


By  Net  Revenue  Account 


£     s  d 

4,auo    o    o 


COMPANY    ACCOUNTS. 


85 


Dr. 


RESERVE     FUND, 


Cr. 


1903 
April  7     By  Not  Rrvpnuc  Account 


£      s    d 
l,r«o    o    o 


Dr. 


INCOME     TAX     ACCOUNT 


Cr. 


£    sd 
122  18  4 


NOTE. — (i)  As  a  rule  it  is  convenient  to  open  a  separate  Bank  Account  for  each  dividend.  (2)  The 
/'122  185.  4</.  transferred  to  the  credit  of  Income  Tax  Account  is  available  to  reduce  the  sum  directly  chargeable 
against  profits  in  respect  of  Income  Tax  paid  by  the  Company.  It  represents  (approximately)  ;f500  at  is.  2d.,  and 
;f  1,500  at  IS.  j</.  in  the  £. 


For  information  upon  the  important  .subject  o( 
Tnrome  Ta\,  the  reader  i.s  referred  to  Chapter  XTIL 
It  may  be  mentioned  here,  however,  that  when  any 
classes  of  .shareholders  are  limited  to  a  maximum 
dividend,  such  dividends  must  invariably  be  paid 
after  deducting  Income  Tax  at  the  current  rate. 
Income  Tax  must  also  be  deducted  from  interest 
paitl  to  Debenture-holders.  As  to  whether  or  not 
Income  Tax  is  deducted  from  holders  of  the  most 
deferred  class  of  Shares  is  immaterial,  and  will 
depend  upon  the  wording  of  the  resolution  declaring 
the  dividend;  but,  unle.ss  otherwise  provide<l. 
Income  Tax  must  be  ileducted  in  this  case  also.  But, 
whether  Income  Tax  be  deducted  from  the  amount 
actually  paid  to  shareholders  or  not,  the  Company 
will  have  been  assessed  upon  its  profits,  and  indi- 
vidual shareholders  need  not  therefore  again  pay  1 
Income  Tax  on  the  ilividends  received  by  them, 
whether  or  not  any  specific  deduction  has  been 
made  from  such  dividends  as  repre.senting  income  ! 
Tax.  The  best  method  of  dealing  with  entries  with  i 
regard  io  IrM'ome  Tax  in  a  (VHnpany's  accounts  will, 
however,  be  better  appre<'iate<l  after  the  subject 
itself  has  been  more  fully  discussed,  and  the  matter 
will  therefore  be  left  over  until  the  conclusion  of 
Chapter  XIIL 


REDUCTION    OF  CAPITAL. 

The  Companies  Acts  provide  that  under  certain 
circumstances  a  Company  may,  with  the  approval 
of  the  Court,  reduce  its  Capital  either  by  returning 
to  shareholders  money  not  actually  required  for  the 
purpo.ses  of  the  undertaking,  or  by  wTiting  oflF  ascer- 
tained losses.  The  convenience  of  being  able  to 
effect  a  reduction  of  Capital  in  the  first-named  case 
is  sufficiently  obvious  to  call  for  no  detailed  discus- 
sion, although  it  may  be  mentioned  in  p^assing  that 
instances  of  its  application  rarely  occur  in  practice. 
With  regard  to  the  second  case,  the  ability  to  WTite 
off  ascertained  losses  (whether  a  balance  to  the 
debit  of  Profit  and  Loss  Account,  representing  an 
accumulated  loss  on  Revenue  Account,  or  a 
shrinkage  in  the  value  of  fixed  assets,  which  repre- 
sents a  loss  on  Capital  Account),  provided  proper 
steps  be  taken  to  protect  the  interests  of  creditors 
and  all  minorities  of  shareholders,  is  equally  con- 
venient, on  the  assumption  that  until  such  losses 
have  been  made  good  no  dividends  can  be  declared. 
Numerous  cases  that  have  come  before  the  Courts 
during  recent  years  throw,  however,  considerable 
doubt  upon  the  dictum  that  at  one  time  used  to  be 
regarded  as  unquestionable,  that  no  dividends 
could  be  legally  declared  so  long  as  a  debit  balance 
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remained  outstanding  on  Profit  and  Loss  Account,  ^  in  detail.  It  is  sufficient  to  show  the  entries  neces- 
and  under  these  circumstances  the  object  of  pro-  sary  in  the  books  of  a  Compaiiy  to  give  eflfect  to  a 
viding  machinery  f<.r  the  recUiction  of  Capital  is  re<1ucti.)n  of  Capital  when  such  a  reduction  has  been 
somewhat  obscure.  For  the  piiqioses  of  tiiis  work,  authoriseil.  The  following  example  will  clearly 
however,  it  is  unnecessary  to  pursue  su<'h  a  suljjtvt     explain  the  pnK'cdure  in  such  cases:  — 

PROBLEM.— The  n.  K.  Company,  Lim.,  havinj;  a  capital  of  ^f  1,000,000,  divided  into  100,000  Shares  of  ^10  each, 

£^  per  Share  called  up,  obtains  leave  to  reduce  its  capital  to  ^f  250,000  by  writing  ;f  100,000  off 
the  value  of  its  properties  and  returning;  /"i  50.000  in  cash  to  its  shareholders.  The  capital  of 
the  Company  (when  reduced)  will  be  ;^250,ooo,  divided  into  100,000  Shares  of  £2  los.  each, 
fully  paid  up. 

Show  by  means  of  Journal  entries  the  necessar>'  entries  in  the  Company's  books. 


JOURNAL. 


Share  Capital  Account 

To  Cash  ..  ..  ••  ••  ••  •• 

„   Property  Account        ..  ••  ••  ••  •• 

(Bein^  in  reduction  of  the  capital  of  the  Company,  as  per  scheme  passed  by 

the  shareholders  at  General  Meeting  held  on  the 19—,  ^."<^ 

confirmed  hv  the  Court  under  order  dated 19—.  sancttoninf^ 

a  return  to' shareholders  of  £1  los.  per  share  in  cash,  and  the  writin,:;;  down  of 
Property  Account  by  the  sum  of  lioo,ooo.) 


;fj50,000 


;fl50,0CX> 

100,000 


NOTES.— {1)  The  cash  return  u-ill  be  treated  like  a  dividend,  so  far  as  detailed  entries  are  concerned.  (2)  Each 
account  in  the  Share  Ledger  should  be  marked  icith  a  rubber  stamp,  recapitulating  the  terms  of  the  reduction  scheme,  (j) 
The  Share  Certificates  should  be  called  in  and  exchanged  for  Certificates  for  an  equal  number  of  fully  paid-up  Shares  of 
£2  los.  each. 


CHAPTER   X. 


VENDORS'     ACCOUNTS. 


I N  the  course  of  the  present    hapter  it  is  proposetl 

to   consider    in     detail     those     adjustments,   or  ' 
apportionments,  of  accruing  income  and  expenditure 
that  have  to  be  taken  into  account  as  between  vendor 
and  purchaser  when  a  property  changes  hands. 

Taking  fii-st  of  all  the  comparatively  simple  case  ' 
of  the  sale  of  a  house,  or  a  piece  of  land,  a  contract 
to  purchase  such  property  for  an  agreed  price  is, 
as  usually  drawn  up,  a  contract  to  pay  an  agreed 
price  on  the  date  named  for  the  completion  of  the 
sale,  the  vendor  agreeing  to  defray  all  expenses 
appertaining  to  the  property  up  to  the  date  of  the 
sale,  and  the  purchaser  agreeing  to  give  the 
vendor  creilit  for  all  payments  made  by  him  on 
account  of  the  jmiperty  that  have  been  made  in 
advance.  If  the  purchase-money,  as  so  adjusted,  is 
not  actually  paid  on  the  date  named  for  completion, 
interest  thereon  must  be  paid  to  the  vendor  up  to 
such  date  as  completion  actually  takes  place. 

The  payments  which  the  vendor  has  to  discharge 
up  to  the  date  of  completion  comprise  all  pay- 
ments which  are  properly  chargeable  against  the 
property  about  to  be  conveyed,  such  as  Rent, 
Rates,  and  Taxes.     Repairs  would  certainly  not  be 


included  as  a  matter  of  course,  and  the  venrlor 
should  therefore  make  no  payments  in  respect  of 
repairs  without  first  obtaining  the  purchaser's  con- 
sent, together  with  his  express  agreement  to  alhnv 
such  payments  in  account.  Fire  insurance  is  a  per- 
missible payment  in  the  case  of  leasehold  property, 
as  the  lease  will  in  such  cases  invariably  include  a 
covenant  that  the  lessee  is  to  keep  the  premises 
insured  against  fire.  As  a  matter  (jf  business  prac- 
tice, however,  fire  insurance  up  to  a  reasonable 
amount  will  always  be  allowed  as  a  payment.  As 
the  reader  will  be  aware,  these  various  outgoings 
are  not  paid  from  day  to  day,  but  at  fixe<l  inler^•als, 
and  consequently  it  usually  follows  that  at  the  date 
of  completion  certain  of  these  charges  have  been 
actually  paid  in  advance,  in  which  case  the  vendor 
is  entitled  to  credit  for  the  amount  so  paid  in 
advance,  and  that  certain  other  charges  have  not 
been  paid  up  to  the  date  of  completion.  The 
charges  in  arrear  must  accordingly  be  debited  to  the 
vendor  in  account,  thereby  retlucing  the  amount 
that  the  purchaser  will  have  to  pay  to  the  vendor 
on  completion.  With  these  preliminary  explanations 
no  difficulty  will  be  exj>erienced  in  understanding 
the  following  problem,  which  represents  a  fairly 
typical  case: — • 
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PROBLEM. — r.ivo  a  pro  forma  account  showinj::  how  the  exact  amount    dtie  to  the  Wndor  on  completion 

of  a  sale  of  property  is  arrived  at.  assuininj^  that  the  date  fixed  for  completion  was  the  29th 
December  i<)02,  and  that  the  completion  actually  took  place  on  iist  February  190 j. 


Dr. 


1902 

Drc.    29 


PURCHASER    IN    ACCOUNT   WITH    VENDOR. 


Cr. 


To  Pnrchasc-prico,  a^  prr  Contract 
of  Sale 

«  Fire  Insuranco  paiti  in  a<lvanc(" 
to  25th  March  1903,  Sfi  days  at 
£3  15s.  per  ann.  .. 

,   General    District    Kate    paiil  in  i 
ailvance     to     31st     I>«'Ciinl>er 
1902,  2  (lays  at  £■;<)  ur~.  \hv  6 
months 


€  s   .1 


o  17    8 


o    6  II 


5,fx»    o    o 


I    4    7 


Dec.   29     To  Halance  down 


1903 
Feb.   2 1 


Interest   to  date  of  completion, 
54  days  at  5%  per  ann. 


£3.001    4    7 

4,991    f.    3 
36    4  10 

£5,027  II     I 

1002 

D«'S.  29  By  n round  Rent  from  ifiih  to  29th 
DeceinlKT  1902,  4  days  at  £50 
per  ann.  (/«.?  tax  at  1/3  in  the  £) 

Poor  Rate  for  the  6  months 
endint;  2Sth  March  1903,  M6 
days  at  £12  i»«"r  6  months 

Property  Tax  for  the  Year  ending 
5th  .\pril  n/)3,  97  tlays  .it  £16 
)ier  ann. 


»9o.l 


i 

s 

d 

£    » 

d 

0 

10 

3 

5 

3 

I 

4 

S 

0 

9  18 
4.991   ft 

4 
3 

1 

i 

• 

£3.«>'    4 

7 

5.027  «< 


£5.027  II    I 


NOTES.— (x)  The  date  up  to  -.rhich  apportionment  has  to  he  made  uill  be  fixed  by  the  contract  of  sale. 
(2)  If— as  is  usual,  unless  the  sale  he  to  a  Company  about  to  be  formed— a  deposit  has  been  paid  by  the  Purchaser,  it 
should  he  credited  in  this  account. 

{3)  On  completion  the  Vendor  must  produce  receipts  for  (a)  Rent  paid  to  25///  December  1902,  (b)  Fire  Insurance 
paid  to  25//Z  March  1903,  (c)  General  District  Rate  paid  to  31s/  December  1902,  (d)  Poor  Rate  paid  to  29/*  September 
1902,  and  (e)  Property  Tax  paid  to  ^th  April  1902. 

(4)  Interest  on  the  balance  of  £^.g()X  Gs.  3^.  j^ill  be  charged  up  to  the  actual  date  of  payment. 


SALE  TO  A  COMPANY. 

A.s    h?.s    alreaily    been    .stated    in    the    previous 
chapter,    certain    apportionments    have    in    practice 
invariably  to  be  made  when  an  exi.sting  busine.s.s  is 
sold    to    the    Company.      If  possible,  unquestion- 
ably  the   m(»st    straightf(»rward   manner   of  carrying 
the    transaction    through    would    be    to    prepare   a 
Balance  Sheet  of  the  business  as  at  the  date  of  com- 
pletion, in  which  case  the  necessar\'  apportionments  ' 
will  be  made  automatically  in  the  ordin:tr}'  course 
of  balancing  the  books.     Such,  a  method,  however,  ' 
although  very  desirable,  can  but  rarely  be  carried  , 
into   effect,  because   the  accurate  balancing  of  the  ' 
books  f)f  a  going  concern  necessarily  occupies  time, 
and  would  thus  cau.se  delay  in  the  completion  of  the 
purchase.      Moreover,    the    provisional   contract    of 
sale  generally  fixes  the  date  upon  which  the  business  ' 
(together  with   the  l>enefit  of  all   outstanding  con   '' 
tracts)  is  to  be  transferred  to  the  Company,  while 


at  the  date  of  executing  such  provisional  contract  it 
is  impossible  to  fix  an  exact  date  fur  the  ri  mpletion 
of  the  purcha.se.  The  usual  custom,  therefore,  is 
f«»r  the  undertaking  to  be  conveyetl  to  the  Company 
as  from  a  certain  fixed  date,  the  company  paying 
interest  on  the  purchase-money  fmm  that  date 
fonvard.  Whatever  date  may  be  fixed  as  the  time 
from  which  the  transfer  is  to  be  deemed  as  having 
taken  place,  the  vendor  is  entitled  to  all  profits 
accruing  up  to  that  date,  while  all  profits  accruing 
substqueutly  are  the  property  of  the  purchasing 
Company.  It  is  important  to  bear  in  mind,  however, 
that  although  sub.sequent  profits  accrue  to  the  pur- 
chasing Company,  the  latter  can  only  divi<le  among 
its  shareholders  such  profits  as  may  have  accrued 
since  the  date  when  it  was  authorised  l(j  carry  on 
business.  Any  profits  arising  between  the  date  of 
sale  and  the  date  when  the  Company  is  entitled  to 
commence  business  must  be  capitalised;   that  is  to 
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say,  that  amount  must  be  applied  towards  the  reduc- 
tion of  the  figure  of  cost  at  which  the  assets  acquired 
stand  in  the  books  of  the  Company.  This  is,  of 
course,  only  reasonable,  as  in  fixing  the  purchase- 
price  the  vendor  will  doubtless  have  taken  into 
account  the  probable  amount  of  profits  accruing 
between  the  date  of  the  sale  and  the  date  of  com- 
pletion, and  will  have  increased  the  purchase-price 
accordingly.  In  order,  therefore,  to  arrive  at  the 
tnie  purchase-price  this  loading  must  be  deducted. 
If  the  assets  acquired  by  the  Company  include  the 
item  of  Goodwill,  this  should,  as  a  rule,  be  the  first  | 
item  to  be  written  down ;  but  if  nothing  be  included  , 
for  Goodwill,  then  some  fixed  asset — preferably  the 
most  permanent — should  be  the  one  to  be  reduced. 
It  is,  however,  perfectly  permissible  to  set  off  interest 
on  purchase-money  against  accruing  profits,  with  a 
view  to  avoiding  the  necessity  of  charging  against 
Revenue  Account  interest  accruing  prior  to  the  date 
upon  which  the  Company  is  entitled  to  commence 
business. 

If  there  be  but  a  slight  inter\al  of  time  between 
the  date  of  the  preliminary  contract  of  sale  and  the 
date  of  completion,  these  apportionments  of  accrued 
profits  will  probably  raise  no  very  vital  question,  and 
may  even  represent  a  negligible  quantity  ;  but  cases 
are  by  no  means  infrequent  in  which  (owing  pro- 
bably to  some  delay  in  the  flotation  of  the  Company) 


an  interval  of  six  or  nine  months  may  have  elapsed, 
and  in  such  cases  the  matter  is  of  very  considerable 
importance.  It  may  be  quite  impossible  for  the 
Directors  of  the  new  Company  to  determine  exactly 
what  profits  had  accrued  up  to  the  date  when  the 
Company  was  entitled  to  commence  business  and 
what  profits  have  accrued  subsequently ;  but  the 
responsibility  will  rest  upon  them  to  make  a  proper 
apportionment,  and  they  must  therefore  act  reason- 
ably in  the  matter.  A  rough-and-ready  division  of 
the  total  profits  according  to  time  would  not  usually 
be  a  reasonable  apportionment.  A  better  method 
would  be  to  apportion  the  Gross  Profit  between  the 
two  periods  according  to  the  total  Sales  in  each,  and 
to  apportion  the  expenses  chargeable  against  Gross 
Profits  directly  according  to  time.  This  method  would 
give  a  ver}'  accurate  result  in  the  case  o(  most  busi- 
nesses ;  but  if  the  percentage  of  Gross  Profit  earned 
at  different  periods  of  the  year  was  unequal,  that 
fact  would  undoubtedlv  have  to  be  taken  into  con- 
sideration  in  determining  the  apportionment  of  Gross 
Profit. 

The  following  problems  will,  it  is  thought,  clear 
up  all  remaining  points  that  properly  arise  under 
this  heading,  and  will  at  the  same  time  ser\'e  to 
further  explain  those  that  have  already  been 
mentioned  in  general  terms. 


PROBLEM. — On  3rd  January  1903  A.  agrees  to  sell  his  business  as  a  going  concern  to  an  approved  Company 

about  to  be  formed  by  a  promoter  X.    The  sale  is  to  take  effect   as  from  31st   Hecember 
1902,  and  the  agreed  purchase-price  is  made  up  as  follows : — 


Goodwill  ...  ...  ...  ...  ••• 

Plant  and  Machinery' 

Freehold  Land  and  P)uildin.gs 

Stock -in-Trade 

Book  Debts  and  Hills  Receivable  {.guaranteed  by  A.  to  produce) 

Less  Trade  Li.ibilities  (guaranteed  by  \'endor  not  to  exceed) 


;f  20,000 
12.500 
iS,75c 
21,970 
31,000 

104,220 
14,220 

^"90,000 


It  is  further  agreed  that  the  completion  shall  take  place  during  1903,  and  that  pending 
completion  A.  is  to  be  entitled  to  interest  at5*'  per  cent,  per  annum,  A.  in  the  meanwhile  to 
carry  on  the  business  as  Trustee  for  the  Company. 


90 


Dr. 


1903 

May    I     To  A. 


Dr. 


1903 

Mav    I 


Dr. 


1903 
May    I 


To  A. 


To  A. 
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X.  registers  the  British  Manufacturing  Company,  Lim.,  on  26th  March  1903.  The 
Company  duly  goes  to  allotment,  and  on  ist  May  190J  it  is  authorised  to  commence 
l)usiness.  It  is  accordingly  arranged  to  complete  the  purchase  on  the  8th  May  lyoj.  A. 
supplies  an  account  showing — 

(1)  Receipts  from  ist  January  to  Sth  May  1903,  £z^,\y^. 

(2)  Payments        „  „  „  „  £n),62o. 

(3)  Book  Debts  amounting  to  {^cf  are  admitted  to  he  irrecoverable. 

(4)  The  Liabilities  outstanding  on  31st  Oecemlxir  1902  are  admitted  to  have  been  under- 

stated by  £25- 

Assuming  that  A.  opened  new  Trade  Ledgers  on  ist  January  1903,  show  the  entries  now 
necessary  in  the  Company's  General  Ledger,  assuming  the  completion  to  be  duly  carried 
through  on  Hth  May  1903,  and  8o,(xx>  fully  paid-up  Shares  then  allotted  to  A.  in  part 
satisfaction  of  purchase-price,  the  balance  being  paid  in  cash. 


GOODWILL     ACCOUNT. 


2o,ono     o     o 


PLANT    AND    MACHINERY 


£   s   .1 

I  j,5<  <i    II    0 


FREEHOLD    LAND    AND    BUILDINGS. 


£     s   d 
18,750    o    o 


Cr. 


Cr. 


Cr. 


Dr. 


STOCK-IN-TRADE. 


Cr. 


1903 
May    I 


To  A. 


£     s   •» 

21,970    o    o 


Dr. 


SOLD     LEDGER     ACCOUNT. 


Cr. 


1903 
May    I 


To  A. 


£     s    d 

31,000    o    o 


May  »     By  A. 


39    o    o 
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BOUGHT  LEDGER  ACCOUNT. 


Cr. 


i9n 
May  I 


By  A. 


£     %   A 

14,320    o    o 
3;    o    o 
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A. 


Cr. 


,1903 
May   8 


To  Cash  (to  l)o  croilitwl  to  Sold  Le<lgnr  Accouni 
anil  other  accounts  afffctoii) 
,    Sold  Le(lK<r  Account  (Itad  Debt)    .. 
a    Bought  LcHiKnr  Account  (Liability  uniittod) 
.    Ordinary  Stiaro  Capital  Account     . . 
a    Cash  


s 

s 

d 

24. '75 

n 

0 

19 

0 

0 

25 

0 

0 

80,000 

0 

0 

1         6,958 

0 

0 

0 

0 

'yo3 
May  t 

.     8 

.     8 


By  Sundries 

„    ("ash    (to   l)P  debitrd    to    Bought    Ledger 

Account  and  other  accounts  aflected)    . . 

,    Interest  (on    /Jgo.ooo  —  £f>\  fronj    ",1    Dec. 

1902  to  date  at^%)  . .'        


£ 

go.roo 


d 

o 


1 

19,620 

1.577 

0    0 
0   0 

£111,197 

0    0 

Dr. 


INTEREST    ON     PURCHASE    MONEY. 


Cr. 


•903 
May   8     To  A. 


£     s   d 
1.577    o    o 


PROBLEM. — Taking  the  facts  stated  in  the  previous  problem,  assuming  that  the  books  of  the  British  Manu- 
facturing Company,  Lim.,  are  balanced  on  31st  December  1903,  and  that  the  accounts  for 
the  year  show  the  following  result,  how  would  you  deal  with  the  net  profit  ? — 


Gross  Profit 
General  ICxpenses 
Directors'  Fees,  &c. 

Depreciation  of  Plant  and  Machinery  at  10  per  cent. 
Do.  Land  and  Buildings,  at  2  per  cent. 


;f  18,720 
700 


The  first  step  is  to  apportion  the  gross  profit  equitably  between  the  two  periods.  Assuming  that  it  has  been  earned  at  a  regular 
rale,  and  that  from  1st  January  to  30th  April  the  Sales  were  £()0,aoo,  and  from  ist  May  to  31SI  December  they  were  /'i4o,<.>oo,  then 
the  gross  profit  earned  since  1st  May  may  be  assumed  to  be  ,;,ihs  •  £i'6,-i2o^ £ii,io.\.  The  Profit  and  Loss  Account  from  ist  May 
to  31st  December  then  stands  as  follows  : — 


Gross  Profit  . .  ..--.- 

General  Expenses  (:^  x  /s.a^sf 
Directors'  Fees,  &c.        . . 
Depreciation  of  Plant     . . 
„  Land 


;f3.536  13 
700  o 
826  13 
256    o 


4 
o 

4 
o 


;fi3,io4     o    o 


5.313    6    8 


The  Net  Profit  available  for  dividend  is  thus 


li.i'y^  13   4 


The  total  net  profit  for  the  year  is  £\  i  105  ;  therefore  /'3,3i4  6s.  8d.  must  be  held  over.    This  may  be  applied  (i)  towards  paying 
;f  1.577  due  to  .\.  for  interest,  (2)  towards  writing  down  Preliminary  Kxpenses  or  Goodwill  Account. 


^^^"V 
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QENERAL  C0NSIDERATI0N5. 

HITHERTO  most  writers  upon  Everutnrship 
Arcoiints  hav  enlarged  upon  the  highly 
technical  nature  of  this  branch  of  bookkeeping,  and 
ns  a  consequence  the  impression  is  very  prevalent 
that  the  proper  keeping  of  Executorship  Accounts  is 
a  matter  of  the  greatest  intricacy,  which  is  only  pro- 
perly understood  bv  a  comparatively  small  number 
of  persons.  It  may  be.  and  probably  is,  quite  true 
that  few  people  are  thoroughly  versed  in  the  proper 
treatment  of  Executorship  .Accounts,  but  this  is  less 
due  to  any  inherent  difficulty  presented  by  the 
subject  itself  than  to  systematic  attempts  to  make  a  i 
"mvsten-''  of  that  which  is  after  all  but  a  quite 
ordinarv'  matter. 

The  object  of  ever\'  properly  designed  system  of 
bookkeeping  is  to  adapt  itself  to  the  special  require- 
ments broui^ht  about  by  the  nature  of  the  particular 
classes  of  transactions  that  have  to  be  reconled,  and 
no  properly  designed  sy.stem  will  present  greater 
variations  from  the  normal  type  than  are  necessary 
to  meet  the  requirements  of  these  .special  transac- 
tions. It  foUow.s,  therefore,  that  no  material 
departure  from  the  ordinary  system  of  bookkeeping 
can  be  justified  that  is  not  mccssitatiii  by  the  par- 
ticular circumstances  ari.sing  from  the  transactions 
that  have  to  be  recorded  in  the  books..  If  the 
matter  be  viewed  in  this  light,  it  must  be  admitteil 
that  there  is  nothing  very  exceptional  in  the 
transactions  that  have  to  be  recorded  in  executor- 
ship matters. 


NATURE  OF  TRANSACTIONS. 

.Avoiding  details  of  a  purely  legal  nature,  it  may 
be  stated  that  the  transactions  that  have  to  be 
recorded  by  executors  relate  to  (i)  the  keeping  of  a 
strict  account  of  the  property  of  which  the  Testator 
died  possessed  ;  (2)  realising  such  property  and — 
after  payment  of  all  proper  «lebts,  duties,  and 
expenses — distributing  the  surplus  in  such  manner 
as  the  testator  may  have  decreed.  Tn  the  majority  of 
cases,  such  distribution  takes  place  as  soon  as  pos- 
sible ;  but  sometimes  the  terms  of  the  Will  require 
the  whole,  or  a  portion,  of  the  estate  to  be  invested, 
and  the  income  derived  therefrom  to  be  applied  for 
the  bent*fit  of  one  or  more  persons,  called  "life- 
tenants."  until  the  happening  <^f  .some  event,  when 
the  estate  (or  some  specified  fraction  thereof)  is 
bodily  handed  over  to  the  life-tenants,  or  some  of 
them,  or  to  some  other  parties.  Strictly  .speaking, 
the.se  last  conditions,  where  a  portion  of  the  estate 
is  held  in  trust,  fonn  no  part  of  "Executorship 
Accounts,"  but  relate  rather  to  the  accounts  of 
Taistees  ;  but  it  is  convenient  to  deal  with  all  trans- 
actions connected  with  the  estates  of  deceased 
persons  umler  this  general  heading. 

For  that  reason  al.so  it  is  well  to  jK)int  out  here 
that,  in  the  ab.sence  of  a  Will,  the  general  law  of 
succession  applies,  ami  tlu"  e.state  is  distributed  in 
acjordance  with  that  general  law;  while  if  the  Will 
makes  no  proxision  as  to  who  is  to  be  held  entitled 
to  any  particular  p(»rtion  of  the  estate,  there  is  an 
intestacy  so  far  as  that  particular  |)ortion  is  con- 
cerned, and  it  is  dealt  with  acconlinglv. 


Where  there  is  no  Will  there  can  be  no  Executors, 
for  Executors  are  app)inled  under  the  Will ;  and 
occasionally  it  will  be  found  that  even  a  Will  omits 
to  provide  for  the  appointment  of  Executors.  In  all 
such  cases  application  must  be  made  to  the  Court, 
who  will  appoint  whomsoever  it  thinks  proper  to 
"  admini.ster"  the  estate,  and  so  far  as  the  accounts 
are  concerned  the  ac<Mmnls  of  that  Administration 
are  for  all  practical  purpxses  the  same  as 
Executorship  Accounts. 

Tt  will  thus  be  .seen  that,  .siieaking  generally,  the 
class  of  transactions  involve<l  in  Executorship 
Accounts  consists  of  the  getting  in  of  assets  and  dis- 
tributing them  among  the  ptT.sons  entitled  thereto; 
while  in  .some  cases,  instea<l  of  their  being 
immediately  distributed,  the  assets  (or  a  i>ortion  of 
them)  are  invested  in  suitable  .securities,  and  the 
income  derived  therefrom  is  distributed  among  the 
persons  entitled  thereto  {ccstnis  que  tyustcnt).  There 
is  thus  abscjlutely  nothing  alK)Ut  the  transactions 
IhemseKes  rendering  Executorship  A«-counts  di.s- 
tinctive  from  other  classes  of  accounts.  Transac- 
tions involving  the  realisation  and  di.stribution  of  an 
estate  are  also  common  in  bankruptcy,  company 
liquidation,  &€.;  while  accounts  relating  to  invest- 
ments that  are  held  more  or  less  [)ermaiiently,  and  to 
the  <'ollection  and  rlislribution  of  the  inciime  deri\ed 
therefrom,  pre.sent  no  essentially  new  feature  because 
the  original  capitalist  hapi)cns  t<>  have  died,  and  the 
collection  and  di-stribution  therefore  devolves  upon 
his  representatives.  Hitherto,  therefore,  no  rea.son 
has  been  found  in  the  nature  (jf  the  transactions 
themselves  that  calls  for  any  peculiar  modification 
of  the  ordinary  system  of  IxKjkkeeping,  as  applied 
to  ordinary  commercial  accounts. 

SPECIAL  REQUIREMENTS. 

There  are,  however,  certain  forms  and  returns 
that  have  to  be  submitted  to  the  Inland  Revenue 
authorities,  and  there  is  always  the  possibility  that 
at  some  future  time  the  Executors'  accounts  may 
have  to  be  submitted  to,  and  passed  by,  the  Court 
of  Chancery.     It  is  therefore   important  that   any 


system  of  bookkeeping  that  may  be  adopted  be  one 
that  readily  lends  itself  to  these  requirements ;   but 
this  does  not  (jf  itself  appear  to  justify  such  a  radical 
departure  from  all  the  principles  of  sound  Ixxikkeep- 
ing  as  is  iuNolved  by  the  adoption  of  the  so-calletl 
"  cash  system "  which  is  .so  generally  in  use  where 
solicitors,  instead  of  accountants,  have  the  conduct 
of  matters.    A  simple  Cash  Account  has,  of  course, 
the  merit  of  simplicity,  and  where  only  a  few  trans- 
actions have  to  be  recorded  it  is  quite  adequate  for 
the  requirements  of  the  situation  ;  but  accounts  upon 
a  cash  basis  do  not  lend  themselves  conveniently  to 
an  exhaustive  examination   at  some  future  date  of 
all  the  transa<'tions  of  the  executors.      This   much 
must   be  admitted   by   the  advocates  of  the  "  ca.sh 
.system,"  who  even  go  so  far  as  to  put  it  fonvard  as 
one    of    the    advantages   of    their    method    that    it 
obviates  the  necessity  for  numerous  adjusting  entries, 
showing  the  flifference  of  the  original  valuation  of 
the  as.scts  and  the  amount  they  eventually  reali.sed. 
.*>eeing  that  the  l'v\(MHitors   are  prima   facie  respon- 
sible for    the   advantage! >us    realisation    of    all    pro- 
perty passing  through  their  hands,   it  will  be  seen 
that,  however  much  the  accounts  may  be  simplilieil, 
they  cannot  fail  lobe  seriously  defective  if  they  omit 
to  ret^ord  one  of  the  most  imi>ortant  i>oinls  affecting 
the  due  rli.scharge  of  the  Executt)r's  duties — viz.,  the 
shrinkage  (or  appreciation)  on  the  reali.salion  of  the 
v-arious  items  of  proi>erty  for  which  he  is  account- 
able.    It  has  been  further  argued  that  accounts  kept 
upon    the    "cash    system"  are  preferred   by  the 
Rules  of  the  Supreme  Court.     It  is  no  doubt  tru? 
that  the  Chancery  Division  of  the  High  Court  of 
Justice,    in    all   cases,    requires   a  Cash  Account 
to  be  passed ;   but  e\  ery  adequate  system  of  bo«:>k- 
keeping  requires  a  proper  Cash  Account  lobe  kept, 
and  the  mere  fact  that  the  Court  is  not  up  to  date 
in  its  reciuirementsdoes  not  dispose  of  the  fact  that 
the  Cash  Account  is  not,  in  itself,  a  complete  record 
of  all  transactions.     From  the  point  of  view  of  the 
accountant,   there  is  this  further  advantage  in  the 
general  adoption  of  the  ordinary  conunercial  system, 
that    the    accounts,    being    kept    upon    the    same 
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fundamental  principles  as  all  other  ilasses  of 
accounts,  present  only  differences  ui>on  neces- 
sary i)oints  of  Lletail,  which  can  l>e  readily 
grasped  so  soon  as  the  requirements  of  the 
situation  are  duly  apjireciated.  Unquestionably 
the  chief  requirement  is  a  set  of  ac<-ounts  that, 
even  50  years  hence  if  need  he,  will  i)e  per- 
fe<*tly  intelligihle  to  all  parties  interested  and 
their  professional  a<lvisers ;  and  it  <Mn  hardly  he 
going  loo  far  to  say  (hat  this  end  is  more  likely  to 
be.  achieved  l>y  adopting  the  only  system  that  has 
been  found  adequate  to  meet  the  requirements  of 
business  men,  than  by  adhering  to  a  system,  which 
— while  still  regarded  as  sufficient  by  the  High 
Court  of  Justice — has  remained  without  alteration 
and  iniprovenient  ever  since  that  Court  existed.  It 
has  been  thought  desirable  in  the  hrst  place  to  clear 
the  ground  by  pointing  out  the  inadecjuacy  of  the 
system  of  acfounts  so  generally  favoure<l  by  lawyers  ; 
but  this  having  now  been  done,  the  proper  treatment 
of  this  section  of  accounts  can  be  proceeded  with 
with(iut  further  delay. 

CASH    BOOK. 

The  most  convenient  form  of  Cash  lJ(M)k  for 
Executorship  Accounts  is  iniqueslionably  one  having 
separate  cohnnns  in  resjyect  of  Capital  and  Income. 
The  balance  of  the  Cajxital  •■ohinms  then  shows  the 
amount  of  Capital  thai  for  the  lime  being  is  not 
invested,  while  the  balance  of  the  Income  columns 
shows  the  amount  of  Inccrtiie  in  hand  that  has  not 
been  distributed.  Of  course  if,  under  the  terms  of 
the  Will,  no  one  has  a  life-interest  in  the  Estate 
(that  is  to  say,  no  one  is  entitled  to  receive  certain 
payments  out  of  Jncc^ne,  and  out  of  Income  alone) 
there  is  n<j  occasi(m  to  observe  any  distinction 
between  Capital  and  Income,  and  accordingly  the 
Income  columns  may  be  omitted  fmm  the  Cash 
Book  and  the  Income  A«  count  from  the  Ledger,  all 
monies  received  by  way  of  Income  beiMg  then 
credited  direct  to  the  Estate  Account. 

All  monies  received  should  invariably  be  banked 
intact,  and  all  payments  made  by  cheque.  If  a  Petty 
Cash  Book  be  necessary,  it  should  be  kept  upon  the 


"  imprest "  system,  so  that  eventually  (tU  cash  pay- 
ments may  pass  through  the  Cash  Hook  and  then  be 
posted  into  the  Ledger.  A  separate  Bank  Account 
should  invariably  be  kept  in  connection  with  the 
Instate:  and  if  the  executors  are,  under  special  direc- 
tions contained  in  the  Will,  carrying  on  the  business 
(tf  the  deceased,  a  separate  account  should  be  kept 
in  respe<'t  of  the  business  transactions. 

The  chief  advantages  of  the  <louble-column  Cash 
fJook  is  that,  if  it  be  written  up  from  day  to  day,  it 
proviiles  all  the  information  that  the  Executt)rs 
would  require  to  have  constantly  before  them,  so 
that  the  Ledger  may  l>e  |)osted  up  at  more  con- 
venient intenals.  This  is  especially  desirable  where 
the  Ledger  is  kej)!  by  an  .Accountant,  and  not  by  the 
Executors  themselves.  The  double-column  Cash 
H(M»k  has  also  the  further  advantage  that  it  offers  a 
<heck  uj)on  the  accuracy  of  the  Income  Account  in 
the  Ledger,  seeing  that  the  balance  of  the  Income 
columns  in  the  ('ash  Book  should  always  agree  with 
the  Income  Account  in  the  Ledger. 

THE   JOURNAL. 

In  many  cases  the  employment  of  a  Journal  for 
Executorship  Accounts  is  unnecessary.  Unless 
absolutely  necessary  a  Journal  is  actually  undesir- 
able, as  it  is  especially  important  that  the  fullest 
possible  detail  should  be  containe»I  in  the  Ledger 
itself,  while  if  a  Journal  be  employed  there  is  always 
the  temptation  to  make  "bare"  entries  in  the 
Ledger,  and  include  whatever  explanation  may  be 
thought  necessary  in  the  Journal  only.  In  many 
cases  there  would  be  no  scope  f<»r  the  use  of  a 
Journal,  except  in  connection  with  the  opening 
entries,  and  these  <'an  quite  conveniently  be  made 
by  way  of  transfers  in  the  Ledger  from  the  Estate 
Account  to  the  various  «»ther  aciounts  concerned. 
Where,  however,  the  Estate  is  a  complicaterl  one, 
and  a  considerable  number  of  distributions  "  in 
kind  "  amongst  beneficiaries  take  place,  the  employ- 
ment of  a  Journal  may  be  found  a  great  convenience, 
but  under  no  circumstances  should  its  use  be 
allowed  to  reduce  the  amount  of  detailed  explana- 
tion appended  to  all  entries  in  the  Ledger  itself. 
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THE    LEDGER. 

Concerning  th*  Ledger,  the  only  point  fhat  calls 
for  special  attention  is  that  in  the  case  of  Invest- 
ments separate  columns  should  lie  provided  for 
"Capital"  and  "Income,"  and  a  further  column 
upon  each  side  for  "quantities  "  (»f  stocks  or  shares, 
so  that  the  amount  invested  from  time  to  time  may 
be  readily  perceived,  even  if  frequent  realisations  of 
investments  take  place  at  varying  prices. 

All  monies  received  by  way  of  Income  should  l>e 
|>osted  from  the  Cash  B<M>k  to  the  account  recording 
the  Investment,  where  they  will  appear  in  the 
In<*ome  column  upon  the  credit  side  of  the  account. 
When  the  b«x)ks  are  perifxlically  balanced,  the 
credit  balances  of  the  Income  «*olumns  on  each 
Investment  Ac<-ount  should  Ije  transferred  to  the 
Income  Account.  At  interim  balances  (that  is  to 
say,  when  the  books  are  merely  l>eing  balancetl 
periodically,  and  not  at  a  lime  when  an  apportion- 
ment has  to  be  made)  all  accruing  interest  should 
be  disregarded,  as  the  Executors  are  not  account- 
able to  the  Beneficiaries  for  income  until  it  is 
received,  and  it  is  Cfinvenient  that  the  books  should 
disclose  what  the  Executors  are  accountable  for, 
rather  than  the  exact  position  of  the  estate,  which 
latter  is  of  little  consequence,  save  when  there  is  a 
change  of  life-tenants,  «>r  a  distribution  «»f  the 
Estate  (or  si^rae  jMirtion  of  it)  has  to  be  made.  More- 
over, an  accurate  Balance  Sheet,  showing  the  exact 
ptisition  of  the  estate,  can  never  be  prepared  without 
taking  into  account  fluctuations  in  the  value  of  the 
various  investments,  and  it  w<juld  be  ridiculous  to 
adjust  these  from  time  to  lime  when  such  readjust- 
ments could  mean  n(^thing,  and  would  only  serve 
the  puqxjse  of  complicating  the  a<'counls. 

OPENINO   THE    BOOKS. 

In  ordinary  commercial  bookkeeping,  the  first 
step  to  be  taken,  when  oi>ening  a  set  of  books  in 
respect  of  a  new  business,  is  to  compile  a  Statement 
of  Affairs,  showing  the  financial  position  to  date, 
and  then  to  raise  the  various  necessar}'  accounts  in 
the  Ledger  in  accordance  with  that  Statement.    It 


is  submitted  that  exactly  the  same  procedure  should 
be  observed  in  connection  with  Executorship 
Accounts. 

The  Inland  Revenue  authorities,  from  whom  the 
Executors  obtain  the  grant  of  Probate  which  autho- 
rises them  to  deal  with  the  estate  of  the  testator, 
require  that  a  statement  shall  be  submitted  to 
them — in  the  prescribed  form — of  the  affairs  of  the 
testator  as  at  the  date  of  his  death.  This  statement 
must  be  verifietl  by  affidavit,  and  may  very  fairly  be 
taken  as  the  starling  point  for  the  Executors'  books, 
seeing  that  it  discloses  under  oath  the  whole  estate 
passing  into  the  hands  of  the  Executors,  for  which 
they  are  accountable  to  the  beneficiaries.  If  at  any 
subsequent  time  it  should  be  found  that  the  original 
estimate  of  the  position  was  a  mistaken  one — 
whether  by  way  of  over  or  underestimate — an 
affidavit  ha.s  to  be  filed  with  the  Inland  Revenue 
authorities,  setting  forth  the  full  facts,  and  claiming 
a  return  of  over-paid  duty,  or  i>aying  the 
under-paid  duly,  as  the  case  may  be.  If  there- 
fore these  affidavits,  and  the  accounts  in  sup- 
port thereof,  be  followed,  it  will  be  seen  that  they 
necessarily  afford  the  most  reliable  and  the  best  pos- 
sible basis  for  opening  the  Executorship  Accounts. 

It  is  not  proposed  in  the  present  work  to  c«)nsider 
in  detail  executorship  law^,  or  the  duties  leviable  in 
executorship  matters.  The  former  would  be  quite 
foreign  to  the  subject  of  this  work,  and  the  latter 
vary  so  from  time  to  time  that  no  detailed  con- 
sideration of  them  could  be  expe«'ted  to  apply  for 
more  than  a  very  limited  space  of  time.  The  general 
principles,  however,  will  doubtless  remain  constant, 
and  it  is  unlikely  in  the  extreme  that  any  alteration 
in  the  law  will  be  effected  that  will  render  the  form 
\A  ac<\)unts  here  advocated  either  inapplicable  or 
inconxenient. 

ESTATE   DUTY  ACCOUNT. 

The  form  of  Estate  Duty  Account  at  present  in 
force  is  given  on  pages  97  to  104,  and  the  various 
blanks  have  been  filled  in  in  accordance  with  the 
assumed  facts  of  a  typical  case,  which,  it  is  thought, 
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will  sufficiently  explain  tlu;  leadin}:^  features  in  con- 
nection with  this  particular  class  of  accounts.  This 
account  should  be  carefully  studied  in  conjunction 
with  the  explanatory  notes  and  instructions  supplied 


by  the  Inland  Revenue  authorities,  and  the  reader 
will  then  be  in  a  position  to  consider  further  the 
best  method  of  openinj;  the  books  in  accordance 
with  the  position  there  disclosed. 


PROBLEM. — X.  died  ou  30th  Novciiiher  kjoo,  his  ICstatc  on  that  date  l^ein^  as  follows:— 

£ 

C;ish  in  House  ...  ...  ...  ...  ...  ...  ...  •••  10 

Cash  at  Bank     ...  ...  ...  ...  ...  ...  ...  ...  1,000 

Mouseliold  I'urniturc        ...  ...  ...  ...  ...  ...  ...  yx) 

Leasehold  Properly  valued  at  j^looo  (let  at  £fyo  a  year,  rent  payable  half- 
yearly,  jotli  June  and  jist  pcccnihcr,  paid  tt)  joth  June  1900). 

Freehold  Property  (lutherto  in  deceased's  occupation)  ...  ...  ...  2,000 

JO  /"lo  Sharth  in  tin;  Mont  Hlanc  Ice  Company,  Lini.,  quoted  at  £\^  per  Share 
(dividend  tcr  the  year  ended  jisl  December  i«joo,  10  per  cent.,  paid  jist 
December  njoi). 

/I  (.()(•  3  per  c(  lit.  Debentun ;.  I.aht  Western  Railway  Company,  Lim..  cpioted 
at  £\(yo  per  cent,  (interest  payable  half-yearly  jist  June  and  jist  Decenilnsr). 

N.  was  partuer  in  a  business,  and  accounts  were  taken  at  the  d.ite  of  his  death  showing  his 
share  to  he:— Capital.  /■4,00c):  share  oi  pri)tit  to  date  ot  death  £^^0,  less  drawings  to  same 
date  /"450.  Debts  due  from  deceased  at  the  date  of  his  de:ith  anjounted  to  £"300.  and  the  funeral 
expenses  were  /loo. 

I'rcpan  .111  AccKUut  fur  Probate,  ;ind  t.hu\v  upon  what  amount  duty  was  payable,  the 
account  beinj;  rendered  ou  31st  March   i<joi. 


EXECUTORSHIP    ACCOUNTS. 
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ACCOUNT    No.    I. 

Personal  F'roperty  situate  in  the  United  Kingdom,  and  Heal  Property  situate  in  England,  for  or 

in  respect  of  which  the  Grant  is  to  be  made. 


(A)  Pultlished 

guotations  or 
rokcrs'  Certifi- 
cates, or  letters 
from  the  Sccrc- 
tarics  of  the 
Companies, 
s  h  o  w I n  K  the 
inark»'t  price  :it 
the  Hate  of 
death,  should  Im' 
altiichett  ('). 


e  r  ¥  *< 

•  mm      W  C 

B 


The  Property  situate  in  Scotland 

and  Ireland  respectively  should 

lie  so  marked. 


Ffrst  I'art.— Personal  Property. 


No  Foreign  Property  should  be 
included  in  this  Account. 


?  3   .  it 

-  r  ct: 
SSSa 

.2  «     .a 

GJ  **   C    ij 


(B)  The  name  or  names 
of  the  Itanks  should  l>e 
stated. 

(C)  If  the  power  or 
Interest  was  derive<l 
under  a  Will,  state  name 
and  date  of  death  of  the 
I>ecease<l.  hut  if  under  a 
Di-e*!.  state  the  date, 
together  with  names 
ainl  addresses  of  the 
Trusti  es,  and  if  the  IVed 
has  l>e<'n  alrea  \y  pro- 
duced Kive  the  official 
reftrence  appearing 
upon  it. 

(D)  Annex  a  schedule 
of  such  sjMTific  articles 
liequeathed  f..r  national 
or  ^Mdsrnational  pur- 
|iosesas  are  within  the 
purview  of  s<ct.  15  (2)  of 
the  Finance  Act.  1^94 
See  Clauses  28  and  35  ol 
Form  A— 2.  State  the 
value  In  each  case,  and 
whirther  the  Treasury 
has  remitted  the  Estate 
duty  thereon,  and  if  not 
whether  it  is  intended  to 
apply  for  remission. 

Annex  also  a  scliedule 
of  such  S|>ecihc  articles 
settled  to  be  enjoyed  in 
kind  in  succession  by 
difiereni  |)ersoiis  as  are 
within  the  purview  of 
sect.  ro(0  of  the  Financ<' 
Act,  KH96.  See  Clausts 
29  and  ^6  of  Form  A-  2. 
State  the  value  in  each 
cast-,  and  whether  the 
Treasury  has  authorised 
the  application  of  th«' 
section  to  them,  and  if 
not  whether  it  is  in- 
|en;tcd  to  apply  for 
authorisation,  btatealso 
whether  the  i>ro|H>rty  has 
yet  iK-en  sold,  or  is  in 
the  pos.session  of  a 
person  now  com|)etent 
to  dis|>ose  of  it. 

(E)  'f  there  is  a  valu- 
ation, it  should  t>e  an- 
nexed. The  Commis- 
sioners reserve  the  ri>;ht 
to  require  the  separate 
value  of  each  iten  to  U? 
stated,  and  in  the  case 
of  pictures  the  nam(>s  of 
tlie  artists. 

(p)  State  date  from 
which  profits  are  com- 
puted. 

(Q>  A  valuation  must 
be  annexed. 

(H)  These  words  to 
I)e  cancelled  where  the 
amount  is  actually  as- 
Cfftained. 


Stocks  or  Fumls  (including  Kxchequer  Hills)  of  thf  I'nited  Kint'doni 
Mr..: — 


Stocks,  FiukIs.  or  Bonds  of  Foreign  Countries,  or  of  Urirish  Depen<l- 
cncies  and  Colonies,  transferable  in  the  United  Kingdom,  viz. :  - 


Pro|>rietat7  Shares  or  Debentures  of  Public  Companies  (A)— 
30  £10  Shares  in  Mont  Blanc  Ice  Co.,  Lim.     . . 
£1,000  5%  lielientures  East  Western  Railway  Co.,  Lim. 


Nominal  Value 

of 
Stocks 


f.       s     d 


300    o    o 
1.000     o     o 


Market  Price     r-^^^  !>_:„-.: t 

nf  «;forl,=  r.t       ^1^"?''  Pnncipal 


of  Stocks  at 
date  of  I>eath 


15 
160 


'*'''"'''"«m?"'!.J,"'.7^1/l7l?,Ttl,'*"'^  accrued  duo.  in  re.,..ct  of  ,1,..  ..hove  Investments,  .,s  per  statement 

(^oTK.— Unless  stocks  and  shares  arc  quoted  ex.  div.,  the  market 
price  includes  accruiw^  dividends  and  interest.) 


Cash  in  the  House 


Cash  at  the  linkers  (B)       "*  ""  '^rawing  Account,  and  Interest  (if  any)  thereon  to  date  of  death 
Vf»no»  «...  ^„  iu  -  '    i^'.''"  Oeposit,  and  Interest  thereon  to  date  of  death 

Money  out  on  Mort«aKe,  and  Interest  thereon  to  date  of  death,  as  per  statement  annexed 

'''''^' Tz^K::^''pe!'^aie:::T^  ^— » ^^^--^  -  <^^^^ 

Book  Pebts         

Other  Debts,  as  per  Iht  annexed 


rn,«id^irrhase  Money  of  Real  and  Leasehold  Property  contracted  in  lifetime  of  the  Deceased  to 

Deceaseds   interest  in   procee,ls  of  sale  of  Real   Pro|,erty  directed  to  be  sold  by  settlement  or  bv 

will  of  some  other  person  whether  actually  sold  or  not,  estimated  at  (Q)  ^""^"^  ^"^  ^^ 

Personal  ^Pn^perty   over   which  the   Deceased   had  and   exercised   by    will    an    absolute    power    of 

Policies  oMnsnrance,   and Honuses  (if  any)  thereon,  on  the  life  of' the  Deceaseil.  ai'per  statement 

''''''''''\^^'uo^l^^':^:^pt^^^^  of'any'person  oth^r  than 

(D)  Household  Goods,  Pictures.  China,  Linen,  Apparel,  Books,  Plate.  Jewels.  CarriaKes,  Horses,  &c.- 

If  sold,  realised  fjross     f 
(E)  If  unsold,  estimated  at  I 

Stock-in-Trade,  Live  and  Dead  Farming  Stock.  Implements  of  Husbandry,  &c.- 

If  sold,  realised  gross    £ 
If  unsold,  estimated  at  £ 

Gou«lwilI  of  Business,  if  taken  over  at  a  price 

If  value<l  according  to  custom  of  trade    .. 

If  neither,  estimated  at  " 

('^^^■•' years'  purchase  of  net  profits.)         * 

(F)  Profits  of  Business  from i to  date  of  death      ..        ..        ~. 

*^'  ^*''!r.,!l"«V^i-*ir  °^  f"'^.  registereil  at  Ports  in  the  United  Kingdom,  and  Profits  of   same  to 
date  of  death,  a%  per  statement  annexed  (H).  estimated  at        .  !.         '^™"'s  <*'   ^^^"'^   «o 

The  Deceascls  share  in  Real  and  Personal  Proi«rty  as  a  Partner  in  the  Firm  of  X.  &  Y.   !! 


500    o    o 


as  per  Balance  Sheet  annexed,  signed  by  the  surviving  Partners 
If  none,  estimated  at ^     aimcib. , 


f.l^lu'"!  '''*^'  of  SHOCKS    .Trc-When  there  is  a  published  quotation,  a  price  one  Quarter  .m 
^■^  -7—  =9^-     ^^^^^  ^^^  death  occurred  on  a  Sunday,  or  other  day  for  which  no  prices  are 


available,  the  price  for  the  day  before  should  be  taken. 


Carried  forward 


Value  at  date 
of  Death 


s    d 


450    o    o 
i.6fio    (1    0 


10    o    o 
I,' 00    o    o 


500    o    o 


4,100    o    o 


7,160    o    o 


7^ 
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(I)  No  MortgaHC  Deht 
created  or  incurred  by 
lh<"  Deceased  himself  is 
to  be  deducted  tinless 
such  debt  was  created  or 
incurred  homifide  for  full 
consideration  in  money 
or  money's  worth  wholly 
for  the  Deceased's  own 
use  and  benefit. 

(K)  If  the  interest  was 
derived  under  a  will, 
state  name  and  date  of 
death  of  the  Deceasid  : 
but  if  under  a  Deed  state 
the  Date,  together  with 
names  and  addn  "wes  of 
the  Trustees,  and  if  the 
Deed  has  been  already 
produced  give  the 
official  reference  appear- 
ing upon  it. 

(L)  All  Interests  in 
Kxpectancy  in  personal 
property, whether  veste  \ 
or  contingent,  should  be 
included,  whether  or  not 
the  proj)erty  is  charge- 
able with  Estate  duty,  on 
the  Deceased's  death  as 
passing  under  the  earlier 
disposition. 

(M^  But  where  the 
Deceased  was  entitled  to 
the  interest  expectant 
upon  his  own  death, 
or  upon  the  death  of 
another  p«'rson  who  sur- 
vives him.  and  Estate 
duty  is  payable  upon  the 
corpus  or  the  property 
on  the  Deceased's  death, 
the  Interest  in  Expec- 
tancy is  not  also  ch'jrgf- 
able  with  Estate  duty  on 
Deceased's  death  as  part 
of  his  free  Estate.  Al- 
though, as  it  is  in  fact 
part  of  his  free  Estate, 
its  value  must  be  looked 
at  for  the  purposes  of  the 
Probate  Court.  The  In- 
terest in  Expectancy 
should  be  brought  into 
this  Affidavit,  and  be 
taken  out  again  in  the 
Summary  on  p.  102. 

(N)  ^o  deduction  is  to 
be  taken  her*  unless 
Treasury  authority  has 
been  first  obtained. 


ACCOUNT   No.    I   (First   Paut)— continued. 


Gross  Principal 

Value  at  date 

of  IVath 


If  sold,  nalised  gross  £ 

If  luiM lid,  estimated  at  £    i.ono    o    o 


liroiiglit  torw.inl 
Leasehold  Property  (for  ye;ir-)  irs  [■tr  hi. tiled  deuiif'tion  'iuhjnined  or  annexed. — 

Giving 

1.  Particular  description. 

2.  Term  nnex|>ired  at  date  of  «Ieatli. 

3.  dross  nuts,  when-  let,  or  if  not  let,    either 

the  eros<;  assessment  to  i>roperty  tax  (not  the 
reduced  assessme)it  for  collet  t ion  of  Income 
Tux.  under  Finance  Act,  1804.  s  ;55)i>r  i'mis 
(not  rateable)  assessment  to  Poor  Kate. 

4.  Thf  Ground  Rent. 

5.  The  nature  and  amount  of    the    yearly   out- 

goings paid  by  the  Lessee  .is  owner. 


d 


Less  (I)  a  Mortgagi    1><1k  i.f 


f 

I 


i.oco    o    o 


due  from  the  Docease<l  .tnd  created   by   an 

ln<l«>nture  dated  the.  . .  .day  of i 

for   which    the  said    Leasehold  Pro|)erty  is 
the  sole  security. 

Rents  of  the  Deceased's  own  Real  and  Leas«hold  Property  due  prior  to  the  <1<  atli,  but  not  receive*! 
by  the  Deceased,  iH)  esiin)ate<l  at 

Apportionment    of   the    rents   of   th«'    Deceased's  Real  and  Leasehold  Property  to  date  of  death  (H) 
estimate*!  at 

(K)  Income  accrued  tlue.  but  not  received  prior  to  the  death,  arising  from  Real  an<l    Personal    Pro- 
perty of  which  the  Deceased  was  Tenant  for  life,  or  for  any  less  period,  viz 

Apportionment  of  such  Income  to  date  of  death        

The  Deceased's  Interest  (L)  exf ectant  upon  the  «leath  of   

now  aged years,  under  the   Will   of 

proved or  un«ler  a  Settlement  dated  the 

day   of I and    inailr    between 

(setting  out  the  parties  to  the  Deed)  in  the  Property  (M)  ''^t  out  in  the  statement  annexed, 
and  of  which  Fund  the  present  Trustees  are 

(K)  Other  Personal  Proj-verty  not  comprised  under  the  foregoing  heads,  \\r 


I.ooo    o    o 


J3 


(a)  Gross  Personal  Projierty  in  First  Part  of  .Accoimt  No.  i         

N.B. — la)  is  the  "  gross  value  "  which  is  to  be  carried  to  par.  y  on  page  i   . 

(b)  Deduct  'Total  of  First  ami  Second  Parts  of  Schedule  No.  i 

N.H.— (b)  is  the  •'  aggregate  amount"  which  is  to  be  c.irried  to  par.  5  on  p.  1 

(cl  Net  Personal  I*roperty  in  First  Part  n\  Account  No.  i       

N.H. — (c)  is  the  reduced  "value  "  which  is  to  be  carried  to  p.ar.  5  on  page  i*. 

(d)  Deduct  (N)  specific  articles  [see  note  (Q)  on  page  97I   whereon  Estate  duty 

is  either  not  payable  at  all,  or  is  not  now  payable        

(e)  Balance  remaining         

(f)  Deduct  net  Settled  Personal   Property  (if  any)  in  .\ccount  No     i    (First 

Part>,  in  so  far  as  the  same  is  not  fully  aggiegabU  with  the  free  property. 
I  See  Clauses  33  &  34  (particularly  the  last  pan  of  Clause  33  (3))  of  the 
Form  A— 2j 


f 

H,Mi 

0    0 

1' 

4'"^ 

0    0 

£ 

8.285 

0    0 

£ 

£ 

H.::«5 

0    0 

1 

I 

(g)  Balance  remaininf; 


jf    8,285    o 


N.B. —(g)  is  the  amount  of  "  Personal  Property    [.Account  No.    i   (First 
Part)]  "  which  is  to  he  carried  to  Part  I.  of  the  Summary, 
(f )  is  to  be  carried  to  Part  II.  of  the  Summary. 
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ACCOUNT   No.    1— continued.  Second  Part. — Real  I'roperty  in  England. 

For  use  only  where  the  Deceased  died  on  or  after  the  ist  January  1898. 

(Note. — This  Account  is  not  to  include  land  of  copyhold  tenure  or  tuntomary  freehold  where  an  adiiission,  or  any  act  by  the  lord  of  the  manor, 

is  necessary  to  perfect  the  title  of  a  purchaser  from  the  customary  tenant.) 


U  ,,  •-   S 

«  >.  ;  ji 

^    ^    ^      , 

«  2  2-.2' 

£      =  o^ 
2"?  "  a-' 


4)     •  t« 
m  It.  j^ 


«  c  2 

7!      . 

—    10 

H  5  = 
-so 


...  ">  'i 

is.H 

U         V 

s  v.a 
n  <u 

X  ■-■  ^ 

■215  2 
E  o  "  o 
■S  u  «.'£ 

.Ea,o.  = 


(C)   See  Note  (C)  on 
page  97. 


Real  Property  in  Enci.and  veste<l  in  the  Deceased  without  a  right  in  any   other 

person  to  take  by  survivorship 

(The  particulars  of  that  part  of  the  property  in  respect  of  which  the  tluty 
is  to  be  now  paid  are  stated  in  the  First  Part  of  the  Account  No.  5,  and 
of  that  part  of  the  property  in  respect  of  which  the  duty  is  not  to  Ik- 
now  paid  in  an  "  appropriatj?  account  "  marked ) 

(C)  R***'  Property  in  Enoi.and  over   which   the   Deceased  executed   by   will    a 

general  power  of  appointment       

(The  particulars  of  that  part  of  the  property  in  respect  of  which  the 
duty  is  to  be  now  paid  are  stated  in  tiie  Third  Part  of  the  Account 
No.  5,  and  of  that  jtart  of  the  projierty  in  respect  of  which  the  liuty 
is  not  to  be  now  paid  in  an  "  appropriate  account "  marked ) 

N.B. — This  is  the  "  gross  value  "  which  is  to  be  carried  to  par.  6  on  page  i* 


Gross  A  nnual 

Value  at  date 

of  Death 


Gross  Principal 

Value  at  date 

of  Death 


£       '    .1 


£        3/inn    o    n 


To  be  signed  by  the  persons  \ 
making  oath  or  affirmation  (  Total  of  First  and  Second  Parts        ..        £ 

N. P.. —This,  where  the  deceased  died  on  or  after  the  ist  January  1898,  is  the  "a{u;regate  gross  value"  which  is  to  be 
carried  to  par.  7  on  page  102. 
Where  the  Deceased  died  before  that  date,  the  total  of  the  First  Part  will  be  such  "agcreKate  gross  value." 


10,685 
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I. 


SCHEDULE     No,     ^. 

First  Part.— An  account  of  the  debts  due,  and  owing  from  the  Deceased,  to  persons  resident  in  the  United   Kingdom,  or  due  to 
persons  resident  out  of  the  United   Kingdom,  but  contracted  to  be  paid  in  the  United  Kingdom,  or  charged  on 
property  situate  within  the  United  Kingdom, 
r         Where  the  debts  on  the  Deceased's  personal  property  exceed  the  value  thereof,  and  the  deficiency  is  a  proper  deduction  for 
Kstftte  duty  purposes  against  the  Deceased's  real  property,  deduction  of  such  deficiency  may  be  taken  in  Schedule  No.  5. 


9^^'.":  ^®  Clauses  52  to  S4  of  the  Form  A— 2  as 
to  what  debts  may  not  he  deducted.     A  statement 

OK  ANV  DKIITS  PAVAHLK  HY  LAW  OUT  OK  THE  PKR.SONAt 
PROFKRTV  IN  Af  COtNT  No.  I,  BUT  WHICH  CANMOT  UK 
DKDUrTED  AfiAI-ST  ESTATE  DUTY,  SHOULD  BE  AN- 
NEXED TO  THE  SrHEUUI.E  HY  WAY  OK  RIDER. 

Where  a  debt  ts  cUtimed  to  be  due  to  the  husband 
or  wife,  or  any  other  member  of  the  Deceased's  family, 
a  full  explanation  should  be  given,  and  evidence  of  the 
debt  should  be  annexed. 

A  mortg.-ige  debt  not  created  by  the  Deceased  him- 
^"'•"t  charged  on  real  property  which  was  acquired 
by  the  Dereasetl  subject  to  the  mortgage  is  primarily 
pa>ahle  out  of  such  real  property  and  must  not  be 
deducted  here. 

A  niortgage  debt  created  by  the  Deceased  himself 
on  his  real  property,  but  which  is  payable  by  his  heir 
or  his  <k-visee  umier  "  Locke  Kings  Act,"  17  &  18  Vict, 
c.  113,  is  a  debt  in  respect  of  which  reimbursement 
may  be  claimed  and  must  not  be  tleducted  here,  un- 
less such  reimbursement  cannot  be  obtained. 

A  <Iebt  for  payment  of  which  the  Deceased  was 
surety  only  must  not  be  deducted,  unless  theexecutor 
has  already  piid  it,  and  cannot  recover  it  from  the 
original  debtor. 

Where  the  debt  is  for  "money  lent"  or  "over- 
draft "  to  a  Bank,  the  date  of  the  loan  and  the  parti- 
culars of  the  security,  if  any,  given,  or,  if  none,  the 
facts  relied  on,  as  showing  that  the  debt  is  legally 
recoverable,  should  be  stated. 


Name  and  Address  of  Creditor 


Description  of  Debt 

(This   should    include  the  date  and 

short  particulars  of  any  security  for 

the  Debt.) 


[Full  particulars  to 


lie  inserted  here.] 


Amount 


£     s  d 


300     o     o 


3CjO     c     o 


Second  part  —An  account  of  the  funeral  expenses  of  the  Deceased. 


NOTE.  The  cost  of 
mourning  or  tombstone 
c.mnot  l>»!  deducted. 


To  be  signetl  by  the  |)ersons) 
making  oath  or  affirmation  f 


Total  of  First  and  Second  Parts 


£      s     I 
100    o    o 


KK)     n     o 


400    o    o 


ACCOUNT     No.     2. 
v«^-       Persoiial  or  moveable  property  situate  abroad,  which  is  not  saleable  or  transferable  in  the  United  Kingdom 
.\OTE.-I  roperty  saleable  or  transferable  in  the  United  Kingdom  should  be  included  in  Account  No.  i  as  "  Personal  Property 
situate  in  the  United  Kingdom." 


Particulars  and  Local  Situation  of  the  Property 


j  Principal  Value 
at  date  of  Death 


It  shouhl  be  clearlv 
shown  how  the  value  of 
the  property  expressed 
in  I'Ingiish  money  is 
arrived  at. 


To  be  signed  by  the  persons  ) 
making  oath  or  affirmation   ) 


Gross  Value £ 

Deduct  Total  of  Schedule  No.  2..     £ 

Net  Value        \   £ 

N.B. — This  is  the  amount  to  be 
Carried  to  Sunmiarv.  1 


SCHEDULE     No.     2. 
rnntra^»ir?«°tl"^  °^^*^* l**"!^  *!"^*,'!^  °^'"e  f""*""  »*>«  Deceased  to  persons  resident  out  of  the  United  Kingdom,  other  than  debts 
1^,  tie  aSfve  S^heS.  Ni  1.  ^"^'^°'"  °'  '*'*'^"^  °"  ^'""^'''"^  ''''"**^  *^^'"  '^^  ^"''^'^  '^'"8dom.  which  h'ave  been  d^ucted 


I  See  Clauses  52  to  54  of  the  Form  A— a  as  to  what 
debts  may  not  be  deducted,  and  see  first  two 
N«)TES  to  Schedule  No.  i. 

Deduction  may  be  here  claimed  (a)  of  any  duty 
payable  in  any  foreign  country  by  reason  of  the 
Deceased's  death  in  respect  of  property  situate  in 
that  foreign  country  and  includ«;d  in  the  Account 
No.  a,  and  (6)  of  an  amount  not  exceeding  5  per 
cent,  on  the  value  of  any  property  in  the  Account 
No.  2,  representing  additional  ex|>ense  incurred  in 
administering  or  realising  such  property  by  reason 
of  Its  being  situate  out  0/  ths  UmUd  Kingdom. 


Name  and  Address  of  Creditor 


Description  of  Debt 

(This  should  include   the  (late   and 

short  particulars  of  any  security  for 

the  debt.) 


-Amount 


To  be  signed  by  the  persons ) 
making  oath  or  affirmation  ) 


*  This  ptif(e  has  nut  been  reproduced,  as  it  does  not  affect  the  accounts. 


£       s    d 


H   2 


< 


lOO 


ADVANCED    ACCOUNTING. 


tk-ccased. 


?S-So 


ACCOUNTS    Nos.    3  (a)    and   3  (b). 


6S 


V  -^  •J  o 


.  u  X 
O  V  b!  S 

U  «<   Z   b 

PU 

™   fc»   u. 

«  01  S  ro 
•£  «£« 

.=  a»  c  3 
c  V  «:'-' 

M  S  H  I! 

C  e 

C-2K  S 

c-  «  = 

2  u  c  o 
js  o-  -r 

«•«    4irf     flj    4^ 

I«  _  ^  C9 

^•r"  a. 
rt  4,.   <« 

^  n  c  I/} 

«  O 

u  bi  •^  d 

tiec  't  at 

1-  rt  i«  ° 

•rs-«.2 

o  v."^  i" 

ftp  ti  9" 
*,  "^  ™  o 

w.  J: .  "o 

>^*  3- 

C'^'5  >» 

*5S  >  S 
ii-i        eg 

^^  «sw. 

'■  «  s  — 


/  3(a).     An  account  of  the   i-ersonal  property,  whether  in  possession  or  reversion,  other  than  that  IN  THE  Accounts 

Nos.  I  and  2.  of  which  the  Deceased  at  the  time  of  h....  de^ith  was  competent  to  dispos*  within  the  meaninKof  the  Finance  Act,  1894 
[see  Sec.  22  (2)  (a)l,  but  of  which  .  .he  did  not  dispose.     The  duty  on  this  property  mu.st  be  I'AIO  on  the  delivery  of  this  Affidavit, 

3(b).     An  account  of  money  which  the   Deceased  had,  at  the  time  of  h death,  a  general  power  to  charge  on  real 

property  whether  the  power  was  exercised  by  h. . . .  will  or  not.     The  duty  on  this  property  must  bs  I'AIU  on  the  delivery  0/  this 

affidavit. 


■  «  c  — 

U  hoi"  B 

H  !i  ">  S 


«Z  «  o  Id 


Short   material   particulars  of  Disi»osition   conferring   the 

Power,  with  date  of  an<l  names  of  any  Parties  to  any  Deed, 

and  name  of  any  Testator,  antl  date  of  Probate  of  his  Will 


Particulars  of  Property 
(A  separate  statement  should  b<*  attached  KivinK  full  parti- 
culars, as  in  Account  No.  3  on  pat;e  101,  of  any  Leaseholds  for 

years.) 


3(a) 


Principal  Value 

at  elate  of 

Death 


s    d 


Gross  Value 


t  Deduct  Debts  and  Incumbrances  upon  Leaseholds  . . 
(t  A  separate  statement  marked  Schedule  No.  3  (a) 
shouUl  he  attached,  giving;  lull  particulars  as  in 
Schedule  No.  3  on  pa((e  101.) 

Net  Value    . .         . .         

N.B. — This  is  the  amount  to  be  carried  to  Summary 
(see  Note). 


£ 
£ 


3  (b)    (i.)  Where  the  j>ower  was  exercise*! 


(ii.)  Where  the  power  was  not  exercised 


To  be  signed  by  the  persons) 
making  oath  or  atfirmation ) 


N.B.— This  is  the  amount  to  be  carried  to  Sommar>- 


ACCOUNT     No.     4. 

An  account  of  other  Personal  property  passing  on  the  Deceased's  death  (including  Leaseholds  for  years  in  which  the 
Deceased's  interest  was  less  than  an  absolute  interest),  whereon  the  Estate  duty  is  elected  to  he  paid  on  the  delivery  0/  thts 

Affidavit. 


Title  to  Proj)erty 
Date  and  short  material  particulars  of  Disjwsition,  with  date 
of  and  names  of  Parties  to  any  I>eed.  and  name  of  any 
Testator,  and  date  of  Probate  of  his  Will.  The  names  an<l 
addresses  of  the  beneficiaries  should  al-o  Ix"  xiven,  together 
with  their  relationship  («)  to  the  Deceasecl,  and  {h)  to  the 
predecessor  from  whom  the  property  is  derived 


Particulars  of  Projierty 
(A   separate  statement  should  be  attached  Riving  full  parti- 
culars, as  in  Account  No.  5  on  pa^e  101,  of  any  Lca.sel»oUl« 

for  years) 


Gross  Value  i 

+  Deduct  Debts  and  Incumbrances  upon  leaseholds  . .      £ 
(t  A   separate   statement    marke<l    Schedule    No.    4 
should  lie  attached  giving  full  particulars  as  in 
Schedule  No.  5  on  page  101.) 

Net  Value £ 

N.B.— This  is  the  amount  to  be  carrieil  to  Summary 
(see  Note). 


Frincitnl  Value 

at  date  of 

Death 


EXECUTORSHIP    ACCOUNTS. 


lOI 


An  Account  of  Real  Property  passing  on  the  De^e^^^olth^whereon 

delivery  of  this  affidavit. 
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to  wh\"t  =r;.tVmt:nTet  man'rb-eTedTt^AlS'^^^^  ^^     ^5««  C—  53  to  54  of  the  Fom.  A-a  as 

r,aip,overty  exceed  t.e  value  thereof,  and  the  deM^cy^.a  T^PeJ^^edl^SnfJi^T^^  ^°-  ''^     "'*^''  '*'  '^'^^^  ^^  the  Deceaseds 
prorerty,  deduction  of  such  deficiency  may  be  taken  in  Schedule  No  f"'"''""'^'^  ^^'«^*  ''«'<>'  purposes  against  the  Deceased's  personal 


Nature  of  debt  or  in 

cumbtance   and   by 

whuiii  created 


Short  material  particulars  of  security,  with  date  > 
of  and  names  of  parties  to  any  deed,  and  name  of 
any  testator,  and  date  of  Probate  of  his  will 


To  be  signed  by  the  person  I 
making  oath  or  affirmation  f 


Short  particulars  of  pro- 
perty chartjed,  to  identify 
it  in  above  account. 


Names  and  addresses  of  persons  to 
or  in  whom   the   debt  or    incum- 
brance is  now  due  or  vested 


Amount  of 

debt  or  in- 
cumbrance 


Total 


l02 


ADVANCED    ACCOUNtlNd. 


SUMMARY     OF    AFFIDAVIT. 

This  Summary  is  not  on  oath,  and  if  wronK  may  be  amended  without  the  AfiBdavit  being  resworn. 

Part  I.— The  Deceased's  Free  Property  and  Property  kully  AGGREGAr.LK  therewith. 

i.is  tn  Ai:f;ref:;ation.  see  Clauses  33  to  36  of  the  Form  A— 9.)  


.deceased. 


First  Table.— For  dciLnniniiin  Kate  of  F-i.iii  Duty 


I. 

11. 

III. 

IV. 

V. 

VI. 

VII 


VIll. 


J 


kral  pro- 
1  (First 


IX. 


X. 


XI. 
XII. 


Xlll. 
XIV. 

XV. 


I'trsonal  Property  [Account  No.  i  (First  Part) 

m  m  I  »  »       2 1 

.  »         I  »         •      3  (;»i  ■ 

»  >         I         .         .      3  (b) 

»  m  I  If  »        4  I 

ReaJ  »         I         .         »      ."il 

Total   iKl  values  of  Personal  and 
perty,  respiectively,  in  .\ccounts  Nos, 
Part),  2,  3  (a),  3  (b),  4,  and  5  . .         . .         . . 

Deduct  vahie  of  Interests  in  Kxpectancy  in 
ProjJerty  on  the  corpus  whereof  Estate  duty  is 
payable  on  the  Deceased's  death  under  the 
earlier  disposition,  provided  that  the  Proiierty 
is  h^cU fully  uggnxable  with  the  tree  property, 
hut  not  otherwise.  |  See  note  (m)  at  pane  <)8.  | 
Deduct  no  other  Interests  in  Kxpectancy  hen-  f' 

Total  net  values  of  Personal  and  Real  Pro- 
l>erty,  respectively,  in  Accounts  Nos.  i  (First 
Part),  2,  3  (a),  3  (b),  4,  and  5,  for  jleteruiining 
Rate  of  Estate  Duty 

Add  other  Property  fully  agsrcgable  i»  iV/i/'/n 
property  [See  par.  14  of  Afhdavit,  and  marginal 
notes  18  and  19  on  paye  2(not  reprctluced)!  .pass- 
ing on  the  Deceased's  death  in  respect  of  which 
Fistatc  duty  is  sot  to  be  paid  on  this  .Aflidavit  £ 

Total  net  values  of  Personal  and  Real  Pro- 
perty respectively £ 

Carry  down  into  "  Personal  "  colanni  from 
No.  XI.  the  total  value  of  Real  Property  £ 

Total  net  value  of  Personal  and  Real  Pro^ 


Net  Value  of  l*ro|»erty  |      Thikk  Tahlk. 


-For  determining  AMot'NT  of  Estate  Duty  and 
interest  to  be  now  Paid 


Personal 


£ 

8.2»5 


«.2Sj 


S,::.S5    o    o 


8,285 


2,noo    o    o 


10.285    o    o 


pcrty 

This  is  No.  XIII.,  but  "adjusted,"  if  adjust- 1       

ment  is  necessary  [Read  Note  (*)  on  page  104  f  £  10,285    o    o 


The  appropriate  Rate  of  Estate  Duty  |See  clause  70  of  Form  A- 
is per  cent.  [Read  footnote  (^)  on  this  page.] 


Real 


£      s    d 


2,noo    o    o 


J.OOO     o     o 


2,111  HI      u      o 


A.— Estate  Duty  on  the  net  value  of  the  Personal  Pro- 
;  perty  (XX.).  adjusted  (•)  if  n..cessary  (XXI.),  at 

I  the  appropriate  rate  (XV.)  of  4  jvcr  cent.    . .  £ 

Deduct  duly  payable  in    any  Hritir.h   possession,   to  1 
which  sec.  20  of  the  Finance  Act,  1894,  applies  l>y 
reason  of  the  DeceaswI's  death,  in  respect  of  Pro- 
perty situate  in  such  possession.    (The  deduction 
is  not  to  exceed  the  amount  of  the  Estate  Duty  to  ; 
be  now  paid  on  the  Property  in  resj>ecl  of  which  . 
such  duty  is  payable) £  , 

Net  duty     . .  £  \ 

Deduct  fluty  paitl  or  payable,  to  which  s«;.  21  of  lh»- 
Finance  Act,  i8<)6.  applies,  in  re>iH'Ct  of  the 
property.  (Tin;  deduction  is  not  to  ixretd  llic 
amount  of  the  Estate  Duty  l(»  \k-  now  piiid  on  tin 
proptrty  in  res|)ect  of  which  such  <hity  has  lH;en 
paiil  or  is  p.iyable)  . .         . .         . .         . .  £ 

Net  duty    . .        . .        £ 


£     »    d 


3U 


?  0 


331    8    O 


3.;  I     8    o 


2,000      o 


Add  -i  percent.  |x^r  annum  Interest  thereon,  from  day 
after  death,  vi/..,  3nth  November  1900.  till  date  of 
•leliviry  of  affidavit,  vi/.,  31st  M.»rch  icjoi,  lioth 
days  inclusive,  i.e., years  aiul  jfr  <lays 

Total  duty  atid  interest  (Personal  Pro|>erty)    . .    £ 


^  ^    "*- 


B.— Estate  Duty  on  the  net  value  of  the  Real  ProiH-rty 
(XX.),  adjusted  (♦)  if  necessary  (XXI.),  at  the 
appropriate  rate  (XV.)  of  4  per  cent.  . .         £ 


Whole  duty 

ith  or  jVth  thereof 


£80    o    o     ) 

i \ 


553  »U    ^ 


80    o    o 


Second  Table. — For  determining  Value  on 

which  Estate  Duty  or  an  instalment  thereof 

is  to  be  now  paid. 


XVI.  Values  as  in  No.  VII.  above 

XVII.  Deduct  value,  or  a  proportion  thereof,  of 
Interests  in  Expectancy  such  as  are  mentioned 
in  note  (M)  on  page  98,  whether  the  F'roperty 
itself  is  or  :s  not /tt//v  aggregable  with  the  free 
property.  «>ic/t<(/i.ig  any  deducted  at  No.  VIII. 
above  [Read  Note  (♦*)  on  page  104)       . .  £ 


Net  V'alue of  Projiiriy 
Personal  Real 


8,285 


O      2,l)00 


s     d 
o    o 


XVIII.  Balance        £\ 

XIX.  Z>e</«f/ value  of  o/Aer  Interests  in  ExiHCtancy, 
in  respect  ot  which  Estate  Duty  is  payable,  but  ; 
is  elected  to  be  paid  when  the  Interest  tails  into  | 
Ijossession  : 


8.2«5 


O     2,t)Oi) 


Account  No. 


.£. 
■£■ 


£ 


XX. 


XXI. 


Net  values  of  Personal  and  Real  Property, 
respectively,  tor  determining  Amount  of  Estate 
Duty £ 

This  is  No  XX.,  but  "adjusted,"  if  adjustment 
is  necessary  [Read  Note  (*)  on  page  104]  £ 


8.285 


o    2,000    o 


8,285    o    o    2,ooo    o 


I  Reail  Note  (^)  on  p^ige  104.] 

If  the  Deceased  has  been  dead  more  than  a  ytiir  |Rea<l 
Note  (.$)  on  page  104 1,  and  the  whole  duty  is  to  bt 
now  paid— 

Add  3  j>cr  cent.  i>er  annum  interest  ujwn  the  wholr 
duty,  from  day  after  expiration  of  12  months 
after  death  till  date  of  delivery  of  affidavit,  both 

days  inclusive,  i.e., years  and    

days  £ 

But  if  only  the  instalments  due  are  to  be  now  paid — 

Add  3  per  cent,  per  annum  interest  U}K>n  whole  duty 
from  day  after  expiration  of  i2  months  after  death 
till  date  when  last  overdue  instalment  was  payable, 

both    days    inclusive,    i.e., years  and 

months £ 

Add  3  {>er  cent,  per  anuuni  interest  upon  amount  of 
overdue  instalments,  from  day  after  date  when/i»/ 
overdur  instalment  was  payable  till  date  of  delivery 
of  afBdavit,  both  days  inclusive,  i.e., days    £ 

Total  duty  and  interest  (Personal  and  Real) )  ^ 
Property  (  *• 


-^t^ 


=*^-wt 


[iConiinued  on  page  103] 

+  If  Deceased  died  before  9th  .•Kpril  1900,  the  adjusted  value  at  XIV.  deteiniines  the  rate  of  Duty. 

If  Decea>ed  died  on  or  after  gx\\  April  1000,  then  if  the  free  and  unsettled  property,  by  reason  of  its  value,  is  an  "  Estate  by  itself  "  [See  Clause 
34  of  the  Form  A— 2] ,  the  value  at  XIII.  determines  th*  Rate  of  Duty.  But  if  the  free  and  other  unsettled  property  is  not  an  "  Estate  by  itself"  the 
Rate  is  to  be  thus  arrived  at : — 

(a)  Value  at  XIII.  above        £ 

(b)  Total  value  of  "  settled  proi>erty  "  liable  to  limited  aggregation  ..        ..        £ 

(c)  Totals  of  (a)  and  (b)  £ 


(d)  The  appropriate  Rate  for  (a),  treated  as  an  "  Estate  by  itself,"  is  ,.        ,.  

(e)  The  appropriate  Rate  for  (c),  treated  as  fully  aggregable  property  is      . .        . ,  

(f )  If  (e)  exceeds  (d),  (d)  is  to  be  raised  one-half  per  cent.,  and  the  resulting  Rate,  viz 

is  the  appropriate  Rate  for  (a).    But  if  (e)  is  equal  to  (d),  then  (d)  is  the  appropriate  Kate  for  (a) 


per  cent, 
per  cent, 
per  cent. 
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Part  II.— Property  not  fully  Aggregable  with  the  Deceased's  Free  Properly. 

,^  E«ch"  Estate  by  itself.''  or  "Settled  Property"  liable  to  limited  aggregation,  should  be  separately   shown.     If  the  spaces 
provided  are  not  sufficient,  additional  statements  in  similar  form  should  be  annexed. 


FotKTH  Table.— For  determining  Rate  of  Estate  duty  on  an 
"  Estate  by  its«;lf." 


No.  of 
Account 


Whether 
Real  or 
Personal 


I. 


II. 


Value  of  "  Estate  by  itself" 

'    As  adjusted  (*| 
where  necessary 


Actual 


Sixth  1  able.— For  determining  Rate  of  Estate  duty  on  property  which 
would  be  fully  aggregable  with  the  Free  and  other  unsettled 
property,  were  not  such  Free  and  other  unsettled  property  an 
"  Estate  by  itself." 


£ 


s 


d 


The  appropriate  Rate  of  Estate  duty  [see  Cliusc  70  of  Form 
A— 2j  IS per  cent. 


No.  of 
Account 


Whether 

Real 

or 

Personal 


Value  of  Property 


Not  k.  If  the  profierty  passes  in  equal  shares  to  more  than  one  person, 
and  each  share  is  an  "  Estate  by  itself,"  Tables  Fourth  and  Seventh  or 
I-.ighth  should  Ik-  filled  up  in  res|H,'ct  of  one  share  only,  and  the  amount 
ot  the  dutv  and  interest  so  ascertained  in  resjuct  of  one  share  should  Ik; 
multiphec!  bv  the  numlx^r  of  shares  to  ascertain  the  total  amount  payable. 
Where  the  shares  are  unequal,  each  share  should  be  separately  shown. 
Number  of  separate  "  EsUtes  "       


Total  duty  and  interest  in  respect  thereof 


Iii-th  Table.-  I'or  determining  Rate  of  Estate  duty  on  "Settled  Pro 


.As  adjusted  (  ) 
where  necessary 


perty  "  liable  to  limited  aggregation 

'hether  1 
or  Personal 


No.  of  Account         ^''fll!:' '*n''|  "^        "Settled' Proj^rty' 


J  J             The  appropriate  Rate  of  Estate  duty  [see  Clause  70  of  Form 
A — 2j  is percent. 


Actual 


I. 


II. 


s 


The  appropriate  Rate  of  Estate  duty  [see  Clause  70  of  Form 
A— 2j  IS 


Note.— The  ai)propriate  Rate  of  Estate  duty  at  (II.)  above  is  to  be 
thus  arrived  at : — 

(a)  Value  at  (I.)  above       £ 

(b)  Add  value  of  other  property  liable  to  full  aggre- 
£ 


gallon 


I>er  cent. 


Note.— The  appropriate  Kate  of  Estate  duty  at  II.  above  is  to  be 
tnus  amven  at '. — 

(a)  The  total  net  princiiial  value  of  all  property 
liable  to  K  state  duty  on  the  Deceased's  death,  as  dis- 
closed by  this  affidavit  /• 

..  ^^\  /^',''"f'  '.'i^.  ^*'"®  °*  *"y  proi«ity  foniiing  an 
Estate  by  itself"        .";         ,  r 

/9>  T^^'.T';  remains  the  total   vaiile  of"  the  property 

*  J      nJ'*'*''' '°  '^•'^•''^  *^""  «•■  liinitod  aggregation     .    £ 

(d)  rhe  apnropriate  Rate  for  the  "Settled  Pro- 
l«erty,     treated  as  an  "  Estate  bv  itself,"  is 

(e)  The  appropriate  Rate  for  (c),  treated  as  fully 
aggregable  property,  is  

(f )  If  (e)  exceeds  («l).  (d|  is  to  be  raised  one-half  ucr 
cent.,  an<i  the  resulting  Rate,  viz., 
is  the  appropriate  Rate  for  the    '  St;ttled   Property.'' 
""'  "<«^>  's  equal  to  (d),  then  (.1)  is  the  appropriate  Rate. 


.  .|>er  cent. 
.  .percent. 
..percent. 


(c)  Total   value  of  property  liable  to  full  aggrega-     i 
t»""  £ 

(d)  Add  value    of   "  Settled    Property "   liable    to 
limited  aggregation £ 

(e)  Total  value  of  property  liable  to  full  and  limited 
aggregation        / 

(f )  The  aggregate  Rate  for  (c),  treated  as  an  "  Estate 
by  itself,"  is        

(g)  The   appropri.ite    Kate   for   (e>,   treated  as  fully 
aggregable  proix;rty,  is  

(h)  If  (g)  excee<ls  (f).  (f»  is  to  be  raised  one-half  pi  r 

cent.,  and  the  resulting  Kate,  viz.,  

is  thi;  appropriate  Rate  for  (a».     But  if  (g)  is  equal  to 
(I),  then  (f)  is  the  appropriate  Rate. 


.percent, 
.per  cent, 
.per  cent. 


^'''firKc J*!i''''.~-'!iT  P^i^na' J^opertv.l     For  determining  Amount 
of  Estate  duty  and  inter<-st  to  be  now  Paiij  on  the  "  Estate  bv  itself  " 

IJifth'"x  w  '"  '"1""^  ^*'''^-  ^'■/•'^  "  Settled  Property  "  referred  to  in 
*•'""  Table,  or  the  property  referred  to  in  Sixth  Table. 


Eighth  Taple.— [For  Real  Property.]  For  determining  Amolst  of 
Estate  duty  and  interest  to  be  now  Paid  on  the  "  Estate  by  itself." 
referred  to  in  P'ourth  Table,  or  the  "  Settled  Property  "  referred  to  in 
Fifth  Table,  or  the  property  referred  to  in  Sixth  Table. 


A.— Estate  duty  on  the  net  value  of  the  Personal  Pro- 
perty (I.),  adjusted  (♦)  if  necessary,  at  the  appropriate 
rate  (II.)  of percent ..        ..£ 

Deduct  duty  payable  in  any  British  Possession,  to  which 
Section  20  of  the  Finance  .\ct,  1S94,  a])plies.  by  reason 
ot  the  Deceased  s  death,  in  respect  of  property  situate 
III  such  |K)ssessioii.  (The  deduction  is  not  to  «xcee<I 
theamount  of  the  Estate  duty  to  be  now  paid  on  the 
l)roperty  in  respect  of  which  such  duty  is  payable  f 

Net  duty  ......         .'.£ 

Deduu  duty  paid  or  payable,  to  which  Section  21  of  the 
Finance  Act,  1896,  applies,  in  respect  of  the  proixjrty. 
( rhe  de<luctioii  is  not  to  exceed  the  amount  of  the 
hstate  «luty  to  be  now  paid  on  the  property  in  resiiect 
of  which  such  <luty  has  been  paid  or  is  payable.)  f 

Net  duty  t 

Add  3  |ier  cent,  per  annum  interest  thereon,  from  day 

after  date  of  death   viz , ,i|,  d^,J 

ofdehvery  of  affidavit,  vu., ,90..,  both 

days  inclusive,  t.e years  and .'.  .days  . .  £ 

Total  duty  and  interest  (Personal  Property)      . .  £ 


B.^Estate  duty  on  the  net  value  of  the  Real  Property 
(I.),  adjusted  (*)  if  necessary,  at  the  appropriate  Rate 

(II.)  of percent. 

»(  Whole  duty £ t 

*  "(  ith  or  j*,ith  thereof    . .        . .        £ / 

//  the  Deceased  has  been  dead  mure  than  a  year  (J)  and  the 
ii'hole  duty  is  to  he  now  paid — 

Add  3  i>er  cent.  |>cr  annum  interest  ujhjii  the  whok>  dutv 
from  day  after  expiration  of  12  months  after  death  till 
date  of  delivccy  of  affidavit,  both  days  inclusive,  »'.«., 
years  and days    ..         ..  £ 

But  if  only  the  instalments  due  are  to  be  noio  paid — 
Add  3  per  cent,  per  annum  ujxjn  -...•hole  duty,  from  dav 
after  expiration  of  12  months  after  death  till  date  when 
last  overdue  instalment  was  payable,  both  days  inclu- 
sive, i.e years  aiid months..  £\ 

Add  3  per  cent,   per  annum  interest   upon  amount  of    1 
overdue  instalments,   from  day  after  date  when  last 
overdue  instalment  was  payable  till  date  of  delivery  of    1 
affidavit,  both  days  inclusive,  i.e., days     . .  £ 

Total  duty  and  interest  (Real  Property)  . . 


VfiTv Til..  v«i.>.<.  .4...    s-  ^    r  A  *  i  i  5*®  the  Notes  on  page  104. 

the  Finance  Act  f&u  may  L  nIf,l'J!^V*^fr     ""'T  P''T'^«*  ''>'  '»>«  Deceased  otherwise  than  by  his  will,  which  are  referred  to  in  Section  2  (o  (d.  ot 
le  D^ceasVrs  death      If  Uu^.Chv  Jr  !  .    r^T/"*'  '••^.i^'"'^"'s  [see  Clause  63  of  the  Form  A-2J .     No  interest  is  chargeable  for  the  first  >4r  after 

If  an  "  FsUtrbritilf  "  or  "  ^'  m^    i'u   '  "'^''^^i'l'"  '*  "«^^  P^^d,  adapt  the  Fourth  and  Eighth  Tables  to  meet  the  case.  * 

and  parUy  of  Si  p'roilS^rty.  adapUhl^-abKLeiuhl  '^]'''^  aggretjaUou.  or  a  fully  aggregable  property,  consists  partly  of  Personal  Property 


I04 


ADVANCED    ACCOUNTINQ. 


deceased. 


*  Where  the  Deceased  died  on  or  after  the  oth  A  f>ril  lyoojhe  duty  U  chargeable  upon  the  exa.t  net  principal  value  of  the  Estate,  both  as  regards 
rate  and  amount 'f  tiutv. 

Where  the  Deceased  died  on  or  after  the  ist  July  1896,  but  befare  the  9th  April  1900.  the  net  principal  value  of  the  Estate  should  be  decreased  td 
an  even  nuiUiple  of  £"ioo,  except  that  where  the  net  value  exceeds  £"too,  and  does  not  exceed  £200,  the  duty  is  £1. 

Where  the  Deceased  died  after  the  ist  August  1894,  but  before  the  1st  July  1896,  the  net  principal  value  ot  the  Estate  should  be  imreastd  to  art 
even  niultip)le  of  £10. 

See  Clause  72  of  the  Form  A— 2  for  more  detailed  information. 

The  values,  si>4uOMs/t«/.  where  necessary,  should  be  written  in  the  spaces  provide!  (XI /.  and  XXI.)  U-low  the  true  values  (XIII.  and  XX.), 
and  the  rate  of  duty,  and  amount  of  duty  and  interest,  should  be  computed  upon  the  adjusted  values,  and  not  u|)on  the  true  values. 

Real  property  directed  to  be  >-old  at  or  aft<r  the  Deceasei's  thath,  whether  actually  sohl  or  not,  is  to  be  treated  as  Rkal  property. 

*  ♦  U  the  propt-rty,  the  subject  of  the  Interest  in  Exjiec  ancy,  forms  an  "Estate  by  itself,"  or  is  'Settled  Property"  liable  to  limited 
aggregation,  and  IS  chargeable  at  the  sdwt- or  a  >i»ji,'/ftr  rate  of  Estate  duty  than  the  fully  aKgn-galoi  "one  estate,"  deduct  ;.t  No.  XVII.  the  u-hote 
value  of  the  Interest  in  Expectancy.  But  if  the  "  Estate  by  itst  If"  or  'Settled  Property,"  liable  to  limiietl  aggregation,  is  chargeable  at  a  lover 
rate,  then  deduct  only  so  much  of  the  value  of  the  Interest  as  represents  that  lower  rate.  Thus,  if  the  "Estate  by  itself,"  or  "  Se  tied  Pro|>erty  " 
liable  to  limited  aggregation,  is  chargeable  at  2  per  cent.,  ai:d  the /m//v  aggregated  "one  estate  "  at  3  per  cent.,  deduct  two-thir«ls,  and  if  the  rates 
are  3  per  cent,  and  7  per  cent,  respectively,  jleduct  three-sevenths,  and  so  on.  If  payment  of  the  duty  which  still  remains  to  l>e  paid  is  elected  to  be 
deferred  until  the  interest  falls  into  possession,  then  deduct  the  reinatnin^  part  of  the  value  (in  thi;  above  examples,  one-third  and  four-sevenths 
respectively)  at  No.  .\IX. 

I  If  at  the  time  of  the  delivery  of  this  affidavit  not  more  than  12  months  has  expire'!  since  the  date  of  the  Deceased  s  death,  carry  out  the  whole 
duty,  or  ith  or  jVth  of  it,  according' as  the  duty  is  to  be  paid  in  one  sum,  or  by  yearly  or  by  half-yearly  instalments.     No  interest  is  chargeable. 

J  Where  at  the  time  of  the  delivery  of  this  affidavit  mort  than  12  months  has  expired  since  ttie  date  of  the  Deceased's  death,  the  duty  on  the 
Real  property,  whether  it  is  paid  in  one  sum,  or  by  instalments,  is  char,^eable  with  interest.  The  interest  is  chargeable  upon  the  uhole  unpaid  duty, 
from  12  months  after  the  Deceaseds  death,  up  to  the  date  of  paymtnt  of  the  duty  or  of  an  instalment  thereof,  although  part  only  of  the  duty  may  be 
overdue.  Ste  Clause  62  of  the  Form  \—2.  Where  the  duty  is  electe«!  to  le  paid  by  instalments,  and  payment  is  not  made  on  a  date  when  an 
instalment  becomes  payable,  the  interest  upon  the  whole  duty  is  to  be  calculated  up  to  the  date  when  the  last  overdue  instalment  was  payable,  and 
interest  from  that  date  is  to  be  calculated  u^wn  the  overdue  instalments. 


Part  III.— Total  of  Parts  I.  and   II,  of  Summary. 


Part  I. — Total  duty  and  interest   . . 


Note.  —  The  total\ 
amount  paid  on  each 
"Estate  by  itself,"  or 
"Settled  Property" 
liable  to  limited  aggrega- 
tion, or  I  roperty  liable  y 
to  full  aggregation,  and 
the  rate  should  be  sepa- 
rately shown.  (.Annex  a 
schedule  if  the  space  is 
iiisufhcient.) 


Total  duty  and  interest  (Personal) 


•    11. 


»•  M  »» 


(Real) 


Total  duty  and  interest  paid  i  n  this  Aflidavit 


Rate 


RECEIPT   FOR   DUTY   AND   JNTEREST. 


Here  state  tlie  name  and  full ) 
address  ot  the  person  who 
pays  the  duty.  ) 


I. 


A.  G. 


Comptrolled  and  Registered  for 


for  .\ccountant-General 
of  Inland  Revenue. 


a. 


$I«ceiucb  the day  of. 

the  sum  of 


190. 


Estate  Piitv  and  Interest  thereon. 


.shillings    and. 


. . . .  Pounds, 
.pence,    for 


for  Coiiiinissioners  of  Inland  Revenue. 


This  receipt  does  not  imply  that  the  amount  of  duty  is  not  subject  to  rectification. 


For  use  at  Chief  Office. 


These  stamps  do  not  imply  that  the  Rates  ot  duty  are  not  subject  to  rectiAcalion. 
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PARTNERSHIP  ACCOUNTS. 

It  should  be  noted  that  when  a  iKjrson  who  has 
been  in  busine.ss  by  himself  dies,  the  Estate  Duty 
Account  contains  full  and  detailed  particulars  of  all 
bis  as.sets  and  liabilitie.s,  both  with  regard  to  his 
business  and  in  respect  of  his  private  affairs. 
Where,  however,  the  piirtner  of  a  firm  dies,  the 
assets  and  liabilities  t^f  the  firm  tlo  not  come  into  the 
Kstate  Duty  Account  at  all.  In  their  place  must  be 
stated,  as  a  separate  asset,  the  deceased's  share  in 
real  and  personal  property  as  a  partner  in  the  firm, 
his  share  buing,  of  ctmrse,  represented  by  the 
amount  standing  to  the  credit  of  his  Capital  Account 
in  the  /irm's  books  after  they  have  been  adjusted  up 
to  the  date  of  death.  If  anything  is  payable  to  the 
executors  of  the  decease<l  partner  as  his  share  of  the 
goodwill  of  the  business,  it  i.s,  of  course,  included  in 
this  amount. 

DUTY  ON  REAL  AND  PERSONAL  ESTATE. 

Both  Real  and  Personal  Kstate  are  liable  to 
Estate  Duty,  and  the  rate  at  which  the  duty  is  levied 
depends  ui)on  the  aggregate  net  value  (>f  both 
Estates  added  together.  It  is  important,  however, 
to  bear  in  mind  that,  while  in  the  ordinary  course 
the  Executors  may  very  likely  pay  the  duty  out  of 
the  Personal  Estate,  that  pr(»iM>rti(jn  of  it  which  is 
in  respect  of  the  Real  Estate  is  a  tleduction  from  the 
Real  Estate  itself,  and  must  not  be  Jiargcii  against 
the  Perstmal  Estate.  This  point  i.s,  of  cour.se,  only 
of  practical  im[Kjrtance,  \i  the  persons  entitled  to 
the  Real  Estate  (or  the  Residue  thereof)  are  not  the 
same  as  the  persons  entitled  to  the  Residue  of  the 
Personal  Estate.  The  same  principle  applies  U) 
Legacy  Duty,  when  it  is  payable  by  the  Estate  and 
n«)t  by  the  Legatt?e. 

APPORTIONMENT. 

Although  it  is  not  intended  in  this  work  to  discuss 
the  law  with  regard  to  execu t<»rships  ami  administra- 
tions, it  is  imjjossible  to  altogether  ignore  the  ques- 
tion of  ApiK)rtionment.  It  will,  however,  be  treated 
from  a  bookkeeping  point  of  view — that  is  to  say, 
its  practical  effect  will  be  considered  in  detail — 
while  the  reader  must  be  referred  to  some  legal  text- 
book for  information  as  to  exactly  when  to  apply 
the  rules  here  laid  down. 


Speaking  generally,  the  executors  are  accountable 
for  the  estate  of  the  deceased  as  from  the  date  when 
he  died ;  and  where  any  portion  of  that  e.state 
represents  money  laid  out  at  interest  in  undertakings 
making  a  regular  return  of  income  by  way  of  rent, 
interest,  or  dividend,  the  income  accniing  up  to  the 
date  of  death  represents  part  of  the  capital  of  which 
the  deceased  died  p:)sse.ssed.  This  is  of  importance 
in  two  ways,  (i)  Duly  has  tc  be  paid  upKjn  the  value 
of  the  estate  at  the  date  of  death,  and  therefore 
accruing  income  has  to  be  included  in  the  amount 
u[)on  whi<h  duty  is  payable.  (2)  Persons  entitled  to 
the  in("ome  derived  from  the  estate  (or  any  portion 
of  it)  are  not  entitled  to  all  the  cash  that  may  be 
received  by  way  of  income  after  that  date,  but  merely 
to  the  proportion  that  represents  income  accrued 
^:ince  the  date  of  death.  An  appjrtionment  has 
therefore  to  be  made  of  the  income  accruing  partly 
before  and  partly  after  the  death  of  the  testator. 

'i'his  seems  the  most  convenient  place  to  draw 
attention  to  the  fact  that  where  a  specific  invest- 
ment is  bequeathed,  the  legatee  is  entitled  t<»  that 
inve.stment  as  from  the  date  of  death,  together  with 
the  benefit  of  all  income  act^ruing  from  that  date ; 
but  the  income  accruing  due  on  the  investment  up 
to  the  date  of  death  is  part  of  the  general  estate. 
It  must  be  noted  that  a  bonus,  or  surplus  profits, 
accruing'  after  the  death  of  the  deceased  is  subject 
to  a|)j)ortionment.  Moreover,  tlividentls  and  bonuses 
declared  during  the  life  of  the  deceased  are  part  of 
his  estate,  even  if  paid  after  his  death. 

In  making  these  ai)|)ortionment.s,  it  is  proper  to 
regard  the  whole  of  the  actual  date  of  death  as 
being  after  the  decease  of  the  testator,  even  though 
in  i)oint  of  fact  he  died  quite  late  on  that  <lay.  The 
law  on  this  point,  however,  does  not  appear  to  be 
perfectly  clear.  It  is  to  be  noted  that  a  posthumous 
child  born  after  the  next  rent  day  from  the  death  of 
his  father  is  entitle<l,  under  10  &:  11  Will.  III.,  c. 
16,  to  the  intermediate  profits  of  the  settled  land: 
the  pnjfits  of  a  descended  estate,  on  the  other  hand, 
belonj^  to  a  posthumous  child  only  from  the  date  of 
his  birth — i.e.,  on  the  above  rule— includin«(  the 
whole  of  his  birthday. 

Income  tax  at  the  current  rate  must,  of  course, 
be  deducted  from  all  income  before  arriving  at  the 
amount  that  is  to  be  apportioned. 


!i 


io6 


ADVANCED    ACCOUNTINO. 


In  spite  of  llic  f()rf}^n>injf.  it  caimdl  be  trx")  slrungly 
impressed  itjxui  the  rca<lfr  iIkU  when  serurities 
having  a  rnrrriil  niaikd  \aUie  arc  i?iehiil»*(l  in  the 
Kstatf  Duty  Aecdunt  at  mid  inarkrt  price,  it  is 
not — sa\e  in  <ertain  si»e(  ia!  circumstances — nect  s 
sary  to  add  to  this  vahie  any  further  amounts  as 
representing  the  accruing  income  uj)  to  dale,  unless 
the  market  price  is  fpioted  as  being  ex  div.  A 
moment's  reflection  will  sh(>w  tiie  reason  J'>r  diis. 
The  market  [irice  is  the  prict-  rit  wliich  the  invest 
nienl  can  be  Ixnight  nr  sold  at  the  thile  in  question, 
and  unless  the  price  is  expressly  (juoted  (.r  <lh\  any- 
one purchasing  on  that  date  would  ac(juire  the  benefit 
of  all  accruing  interest  or  dividend  ;  so  that,  if  the 
investment  could  have  Iteen  ««1<1  at  the  dale  ftf  death, 
the  total  amount  rec"eivable  in  respect  (►f  it  would 
be  the  market  price,  an<l  not  the  market  price  flm 
a  further  sum  for  income  accrued  to  dale.  It  is  not, 
however,  bv  anv  means  everv  class  of  in\estment 
earning  income  for  which  market  jirices  are  quoted, 
and  where  the  valuation  included  in  the  Estate 
Duty  Account  is  ui)on  any  other  basis,  the  proportion 
of  income  accruing  must  be  separately  accounted  for. 
But   whether    the    accruing    income    is   separately 


acroimled  for,  or  inclurled  in  the  capital  sum  as  part 
of  the  market  price,  the  first  tlividend  receivable 
after  the  dale  of  death  must  in  all  cases  he  apf>ar- 
honed,  so  that  only  the  propirtion  «'arned  after  death 
mav  be  credited  to  Income  Account,  the  proportion 
earned  up  to  the  date  of  death  being  applied 
towards  the  redm'tion  of  the  value  at  which  the 
investment  stands  in  the  books.  This  is,  of  course, 
as  it  should  be,  .seeing  that  the  market  price  will 
nalurally  fall  when  the  dividend  is  juid,  unless 
outside  circumstances  intlueiue  it  in  the  opposite 
diri'Ctinn. 

In  man\  undertakings  it  is  «uslomary  to  pay  divi- 
dends half-yearly,  or  at  even  more  frequent  intervals. 
The  apportionment  in  such  cases  must  be  upon  the 
fiK^ing  that  the  dividen<l  earned  during  the  whole 
year  accrued  <lay  by  <lay,  an<l  is  the  aggregate  of  tin* 
interim  ami  linal  di\idends  de<larerl  in  res|)ect  of 
that  year,  the  amounts  received  as  interim  dixidend 
being  reganled  as  merely  payments  on  acc«»unl,  and 
treated  as  .such  in  the  calculation  of  the  aj)jM»rtion 
n»ent.  A  .share  in  the  profits  of  a  private 
partnershij»  is  not  ajUKirtionabie. 


PROBLEM. —  A.  died  on  jis:  March  njcxj,  leaving;  amongst  other  e.state,  the  followin;;  investments: — 

1,000  /jo  Siiares,  fully  paid,  in  James  Cope  &  Co..  Lim.,  at  i<». 

1.50(1  .,  „  Cieorj^e  Tosh  &  Co.,  Lim.,  at  ji. 

;->»j  ,.  „  John  'Irilu-  cN.  Co..  Lim.,  at  u. 

Each  Companys  financial  year  ended  on  joth  June. 

James  Cope  &  Co..  Lim..  paid  quarterly  interim  dividends  on  1st  I)cceml>er.  ist  .March,  and 
1st  June,  at  7.^  per  cent,  per  annum;  (ieorge  Tosh  tx.  Co.,  Lim..  a  half-yearly  interim 
dividend  at  the  rate  of  5  per  cent,  per  annum;  while  John  'I'ribe  <\:  Co.  paid  no  interim 
dividend. 

When  the  accounts  of  the  three  Companies  were  made  up,  dividends  for  the  year  at  the  rate 
of  10  per  cent.  \vt  re  declared  by  each,  the  balance  for  the  year  to  be  payable  on  ist  September. 

How  would  you  deal  with  these  in  the  books  of  the  trust  ? 


The  total  dividend:-  received  are  as  follows  : — 

J.  Cope  <b.;  Co.,  Lim.         ist  Dec.  .. 

1st  Mar.  . . 

1st  June  . . 

1st  Sept.  .. 


(."..  Tosh  &  Co.,  Lim. 


ist  :\lar. 
1st  .*^3pt. 


/  :>  d 

1N7  10  o 

iSy  10  11 

1S7  ri>  <. 

•M7  'o  u 

M5  o  0 

1 . 1 25  o  o 


].  Tribe  «^' Co.,  1-im.        1st  Sept.  .. 

Total  for  the  year  ended  jolh  J  une 


£       h    d 


l.oou     u     u 


1 ,5t>o    o    u 
350    «'    o 


£2,Hyi    o    o 


EXECUTORSHIP  ACCOUNTS. 


lOt 


The  Apportionment  works  out  as  follows  (taking  months  instead  of  days,  and  disregarding  income  tax)  :— 


J.  Cope&  Co.,  Lim. 
G.  Tosh  &  Co.,  Lira. 
J.  Tribe  &  Co.,  Lim. 


Already  rtceivwl 
on  a/c  of  Capital 

£    s    d 

375     «>     o 
375    o    o 


IVoportiiiu  of 

rectipts  siiice 

death  on  a'c 

of  Capital 

/      s  d 

375     0  <• 

750    o  o 

262    10  o 


£750     O     O 


i:i.387  10    o 


lYoportion  of 

ncr;i{»ts  since 

diath  on  a.'c 

of  Income 

£    ^^    i 

25' 


£7^. 


Dr. 


SHARKS   Ol-   £10   liXCH    L\   JAMES   CUPK   A:   CO  ,    LIM 

No.  of  ,••  ,  , 

Shares  C.ii>iial  Income 


cv. 


No.  ot 
Shares 


I '/HI 

Mar.  ji      To  Estate  Account 


jT    s  .1      /;    s  d 

19,000  00 


Capital  liicoii.< 


1900 
June   I  ;  By  Cash 
Sept.  1  ,     ,        , 


187  10    ■. 

1^7  10     o        j;5     u    » 


Dr. 


SHARKS   OK   /id   EACH   IN    GEORGE   TOSH   <!v    CO.,    LIM. 


.No.  ol 
Shares 


Capital 


Income 


So.  of 
Shares 


1900 
Mar    31  !  To  £state  Account 


£     sd 

o  jl.500  O  O 


£    s  d 


1900 
Sept.  I 


Li 


Capital  IncoUM; 


By  Cash 


i      ^     d  /■     s     -1 

75«    o    o       j75    o    o 


Dr. 


SHARES   OK   ;^io   EACH    LN   JOHN    TRIBE   cV   CO  ,    LIM. 
Capital  Income 


No.  of 
Shares 


1900 
Mar.  31     To  Estate  .\ccount    . . 


350 


£     s  d       £■     s    d 

4,200   O    (1 


Caitital 


Ci: 


Income 


1900 
Sept.  I 


By  Cabh 


£ 

s 

<i 

/: 

s 

d 

262 

10 

0 

»7 

10 

0 

Dr. 


KSTATE     ACCOUNT. 


Lt. 


£     s    d    '         i9o<j  I     £ 

'     Mar.  31        By  1,000  Shares  of  £10  each  in  J.  Coin;  cV  Co.,  ' 

Lim 

.  ,     1,500  Shares  of  £10  each  in  G.  Tosh  &  Co., 

Lim 

«     350  Shares  of  £10  each  in  J.  Tribe  &  Co.', 
Lini 


l9,o(x>    •">    •". 

31,500   o    o 

4, zoo    o    o 


io8 


ADVANCED    ACCOUNTING. 


Dr. 


CASH. 


CONTRA. 


Cr. 


Capital 

Inconi.- 

I9<iij 

£■    > 

.1 

/■ 

s    d 

JUIK- 

I 

lo 

J- 

<iy,i     \    Co., 
Dividend 

I.ini.,  IntiTitii 

iS;  1.) 

" 

Sept. 

I 

H 

I 

Cope    (S:    Co. 

,    Lin».,    Final 

Dividend 

. . 

i.s;  lo 

t) 

:.75 

O       11 

» 

m 

G 

Tosh   \    Co. 

,    I.ini.,    Final 

Dividend 

• . 

73"    o 

O 

;.75 

o    o 

m 

m 

I. 

Tribe    \   Co. 

,    Liin.,    Final 

Dividend 

-<<>     M 

o 

«7 

lo     n 

1 

■ 

Capital 

Incuiue 

£   s  a 

£    s   a 

j 

1 

WHEN  APPORTIONMENT  IS  MADE. 

An  apportionment  having  once  been  ma<le  as  at 
the  (late  of  the  death  of  the  Testator,  all  further 
Slims  received  l)y  way  of  income  are  treated  as  being 
Income  in  resp>ect  of  the  period  up  to  and  including 
the  date  of  such  receipt,  and  are  distributed  accord- 
ingly. When,  therefore,  the  Executors'  books  are 
balanced  from  time  to  time,  no  account  is  taken  of 
ac(  ruing  Income. 

If  occasion  should  arise  for  an  investment  to  be 
realised,  and  the  proceeds  re-invested  in  another 
class  of  security,  only  the  sums  actually  received  as 
rcprcscnliiig  iiil crest  or  ilivideud  are  treated  as 
Income,  although  llus  may  liave  the  effect  of 
increasing,  or  reducing,  the  normal  income  for  the 
period,  under  review.  'I'he  reason  for  ignoring 
Apportionment  \\\)m\\  a  change  of  investment  is  that 
the  Apportionment  Act,  1870,  <loes  not  provide  for 
an  apportionment  being  made  under  such  circum 
stances,  an<l  the  Court  cannot  recognise  an 
apj)ortionment  under  any  cinumstaines,  unless 
it  conies  within  the  terms  of  the  A<-t.  It  will 
thus  be  seen  that  there  is  .sropt-  for  a  Trustee,  by 
frequent  changes  of  investmenls.  either  to  materiall) 
in'Tea.se  the  inci»me  of  a  life  tenant,  or  tn  materially 
reduce  it.  L'nder  such  circumstances,  however,  any 
of  the  pirlies  c<in<'erned  might  (and  doubt le.ss  would) 
apply  to  the  Court  for  redress  :  and  the  Court,  if 
satisfied  that  the  action  of  the  Trustee  was  not 
bond  -fide,  would  make  such  order  as  it  thought  just 
under  the  circumstances,  which  would  probably  be 
in  the  form  of  an  order  for  the  Trustee  to  make  good 


the  damages  caused  out  of  his  own  pocket,  without 
giving  him  any  right  to  recover  from  the  party  who 
hafl  benefited.  Abu.ses  of  this  description  are  thus 
not  likely  to  occur  often. 

I?ut  although  no  apportionment  is  made  between 
Capital  and  Income  when  investments  are  changed, 
ui)on  the  happening  of  any  event  (except  apparently 
— save  in  the  case  of  tithe — on  the  death  of  an 
incumbent  of  a  living)  under  which  the  interest 
of  the  life-tenant  ceases — as,  for  instance,  on 
♦he  death  of  a  life-tenant,  or  her  re-marriage  (if  a 
widow),  and  if  the  Will  so  provides —aji  .ipportion- 
menl  must  be  made,  .so  as  to  arri\e  at  the  balance 
(if  in(  ome  <lue  to  the  late  life  leiiaiU  up  to  ihe  date 
when  his  (or  her)  interest  in  the  in<ome  ceast?<l. 
The  rea.son  for  this  is  that  the  life-tenant  is  entitled 
t<»  the  whole  of  the  income  earned  from  the  date  of 
the  death  of  the  te.stator  up  to  the  time  when,  for 
anv  reas«)n,  the  interest  <>f  such  life-tenant  ceases. 

i 

I'rom  this  may  be  deiluced  the  general  rule  that 
no  apportionment  is  ever  ma«le,  except  when  a 
different  perstm  becuiiies  entitled  to  the  iiu'onie,  or 
when  till-  income  (f.^.,  a  terminable  annuity  or  rent- 
charge)  ceases.  lUit.  as  already  slated,  ap|Mirtion- 
ment  does  not  alwavs  o<<ur,  even  in  these  ca.ses.  The 
same  rule  mujt,  of  course,  be  applied  where  there 
are  .several  life-tenants  and  the  interest  of  one 
ceases:  an  Apportionment  of  the  >^hoIe  income 
must  be  made  up  to  that  date,  so  as  to  arrive  at  the 
exact  balance  due  to  the  late  life-tenant. 


EXECUTORSHIP  ACCOUNTS. 
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PROBLEM. — The  Estate  of  W.  Quits,  deceased,  vested   in  trustees,  consisted  of  property  and  investments 

producing  the  following  income  during  the  year  i8cj8  : — 


Yearly  Kent^. 

;f.JIO 

Half-yearly  Payments  dne. 

Feb.  20th  and  Auj^.  20th 

Received  Less  Tax.' 

7  days  after  due 

150 

June  20th  and  Dec.  20th 

10          „ 

90 

March  20th  and  Sept.  20th 

a 

Loans  on  Mortgagr. 

;f  10,000 

Kate  of  Interest. 

3  per  cent. 

Interest  dun  half-yearly. 

Jan.  20th  and  July  20th 

6,000 

4  per  cent, 

April  20th  and  Oct.  20t 

Interest,  less  Tax,  '  was  received  in  each  case  the  day  following  that  on  which  it  became  due. 

The  widow  (who  was  entitled  to  the  income  durinj^  her  life)  died  on  the  20th  July  1898,  having 
been  paid  on  account  of  the  income  received  as  above  stated  : — 

^200  on  March  ist. 
100  on  April  ist. 
100  on  July  ist. 

After  the  widow's  death   the  income  was  divisible  between  a   son   and   dauj^hter  in  equal 
shares. 

Write  up  the  following  Accounts  for  the  year,  showing  what  sums  were  due  to  the  beneficiaries 
on  the  31st  December  i8y8: — 

(i)     Income  Account. 

(2)  Widow's  Account. 

(3)  Son's  Account. 

(4)  Daughter's  Accoimt. 


Dr, 


INCOME    ACCOUNT. 


Cr. 


i8g8 

June  30 
Dec.  31 


To  Widow  

.    Widow,    apportionment    to    20 
July,  \'\t. — 
J uly   20  Interest  (the  whole). . 
AuR.  20  Rent  (JJ  of  O05) 
Sept.  20  Do.  (;^  of  £45) 
Oct.   20  Interest  }  of  £120   . . 
Dec.  20  Rent  i,',  of  £75) 


Son 
DauKhter 


Dr. 


£     s    d 


150  o  o 

87  in  o 

30  o  o 

60  o  o 

12  10  o 


£    s  d 

495    o    o 


77  10    o 
77  10    o 


l>ec.  .11 


Balance  down 


340    o    o 


155    o    o 


£990    o    o 


1898 
Jan.    21   I  By  Cash 
Feb.   27  I     •    Do. 
Mar.  22 
April  21 
June  30 
July    21 
Aug.  27 
Sept.  22 
Oct.    21 
Dec.   30 


WIDOW'S  ACCOUNT. 


1898  £     8    d  i        1898 

Mar.    I  '  To  Cash '    200    o    o  ^     June  30      By  Iiicmm'  Account 

April   I       .     Do !     ifx>    00  ,        ,    ■     ,  l>i». 

July     I       .    Do.      .. 
1) 


100    0    0 
435    0    0 

r 
KS98 

Jan.      I 

£835    0    0  1 

1 

i 

By  Balance  down 


£ 

s 

d 

150 

0 

0 

105 

0 

0 

45 

0 

0 

120 

0 

0 

75 

0 

0 

150 

0 

0 

105 

0 

0 

45 

0 

0 

120 

0 

0 

75 

0 

0 

£990 

0 

0 

Cr 

£ 

s 

d 

495 

n 

0 

340 

0 

0 

£835 

0 

0 

435    o 


Dr. 

SON'S   ACCOUNT. 

Cr. 

1898 
Dec.  31  '  By  Income  Account       

1               ■ 

i    s    d 

77  10    0 

•  Divisions  of  Income  may  be  made   by  months  instead   of  days,  and   deductions  for   Income   Tax  omitted. 


no 


ADVANCED    ACCOUNTING. 


Dr. 


DAUGHTKH  S   ACCOUNT. 


IH<,,S 

IV^c.  .^i     By  IncoiiK    Acr.xtnt 


Cr. 


77  lo    o 


SPECIFIC  LEQACIES.  hequeathed  belong  to  the  spet-ific  legatee,  and  are 

A  Specific  Legacy  (according  to  Lord  Sell.orne)  is    therefore  not  subject  to  ai.i)orti.)nment. 
the  bequ'-st  of  "  something  which  a  testator,  identi-    GENERAL  LEGACIES. 

fying  it  L/  a  sufficient  description,  and  manifesting  Pecuniary  Legacies  can  only  be  paid  provided  the 
an  intention  that  it  should  be  enjoyed  in  the  state  estate  produces  sufficient  to  provide  m  the  first 
and  condition  indicated  bv  that  description,  instance  for  all  debts,  duties  and  expenses,  and  also 
separates  in  favour  of  a  panicular  legatee  from  for  all  Specific  and  Demonstrative  Legacies.  If, 
the  general  mass  of  his  personal  estate."  If  however,  there  be  a  special  direction  that  a  legacy 
it  should  so  happen  that  at  the  time  of  his  ,  f^r  a  fixed  sum  is  "  immediately  payable,"  that  may 
death  the  testator  was  not  possessed  of  any  pro-  »>«^  '^^^'^^^  ^^  ^  ^pecMfic  Legacy  to  the  extent  of 
perty  answering  to  the  description  contained  in  the  \  entitling  the  Legatee  to  a  preference  over  the  other 
will,  the  bequest  lapses  altogether :    its  place  is  not    pecuniary  Legatees. 

taken  by  a  pecuniary  legacy  of  the  corresponding  From  the  bookkeeping  point  of  view,  the  total 
assumed  value.  On  the  other  hand,  a  Specific  '  amount  of  pecuniar)-  Legacies  should  be  debited  to 
Legacy  is  not  liable  to  abate,  if  there  be  a  Estate  Account  and  credited  to  Legacies  Account- 
deficiency  of  assets,  with  the  general  legacies,  in  the  latter  the  various  names  of  the  Legatees 
Specific  Legacies  are  best  dealt  with  in  the  should,  of  course,  l>e  stated  separately.  As  the 
books  as  thoiM^h  they  wt;re  pecuniary  legacies  legacies  are  paid,  Cash  Account  is  credited  and 
satisfied  in  kind,  instead  of  in  cash.  That  is  to  say,  Legacies  Account  debited,  so  that  by  the  time  all 
the  property  specifically  bequeathed  should  in  the  the  legacies  are  paid,  no  balance  remains  upon  the 
first  instance  be  credited  to  Estate  Account  and  Legacies  Account.  Unless  the  Bequest  be  expressly 
debited  to  a  special  account  dealing  with  that  class  declared  to  be  "  free  of  legacy  duty,"  whatever  duty 
of  property.  When  it  is  ascertained  that  the  estate  may  be  payable  on  the  legacy  must  be  deducted 
is  sufficient  to  pay  debts  and  costs  without  having  from  the  amount  paid  to  the  Legatee,  and 
recourse  to  this  property,  an  entry  ran  be  passed  accounted  for  to  the  Inland  Revenue  authorities, 
debiting  Estate  Account  and  crediting  the  si)e(^ific  ^  The  cash  p)Stings  to  the  debit  side  of  the  Legacy 
legatee  with  the  amount  at  which  that  property  is  Account  will  thus  consist  of  the  various  payments  to 
\Tilued  in  the  b(K)ks.  When  the  legacy  is  actually  the  Legatees  {iess  duty),  and  a  further  payment  to 
handed  ..ver  a  further  transfer  should  be  made,'  the  Inland  Revenue  authorities  in  respect  .  of  the 
from  the  credit  of  the  Property  Accunt  to  the  .lebit  Legacy  Duty  s<j  deducted.  If,  however,  the  Legacy 
of  the  Specific  Legatee's  Account.  |  Duties  (or  any  of  them)  have  to  be  paid  out  of  the 

Estate,  a  corresponding  transfer  must  be  made  from 
If  the  Si)ecific  Legacy  be  an  investment  bearing  ^j^^  debit  of  Estate  Account  to  the  creiJit  of  Legacies 
interest,  or  producing  rents,  it  is  important  to  bear  ^^ccount,  in  order  to  balance  the  latter, 
in  mind  that  the  income  accmed  due  up  to  the  date  pEMONSTRATIVE  LEGACIES. 
of  the  testators  death  belongs  to  the  general  estate.  Reference  must  be  made  to  a  <-lass  of  legacies 
and  not  to  the  specific  legatee.  The  latter  is,  how-  ^^j^j  combine  the  characteristics  of  both  Specific 
ever,  entitled  lo  all  income  accrued  since  the  date  an,]  General  Legacies — that  is  to  say,  legacies  that 
r>f  death,  even  although — owing  to  delay  in  the  are  not  liable  to  abate  with  the  general  legacies,  or 
handing  over  of  the  legacy — that  income  may  in  the  to  ademption  or  lapse.  Such  legacies  are  called 
meantime  have  been  received  by  the  Executors.  Demonstrative  Legacies,  and  usually  consist  of 
Moreover,  it  has  been  held  that  bonuses  declared  bequests  of  money  with  reference  to  a  particular 
after    the    testator's    death    on    shares    si)ecifically    fund  for  their  payment,  or  more  generally  may  be 
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defined  as  legacies  of  quantity  with  reference  to  a 
particular  source  of  distribution  on  which  the 
Legatee  has  a  lien.  A  gift  of  a  s[)ecific  number  of 
sheep  out  of  a  specific  flock,  or  of  a  specific  number 
of  shares  out  of  a  s[)ecific  fund,  would  be 
Demonstrative  Legacies.  From  the  bookkeeping 
ix)int  of  view,  such  legacies  may  be  classed  with 
Specific  Legacies. 

ANNUITIES. 

A  Bequest  not  infrequently  takes  the  form  of  an 
annuity  payable  during  the  lifetime  of  the  Bene- 
ficiary. This  may  be  provided  for  in  the  accounts 
in  any  one  of  the  three  following  ways  (unless,  of 
course,  the  Will  contains  spe<Hal  directions  with 
regard  to  the  matter)  : — (i)  By  payment  out  of  the 
general  Income  of  the  Estate  from  year  to  year. 
(2)  By  setting  aside  and  "  earmarking  "  special 
securities  and  applying  the  interest  received  thereon 
towards  the  payment  of  the  Annuity  during  the  life- 


time of  the  Annuitant,  re-transferring  the  securities 
back  to  the  general  Estate  on  the  death  of  the 
Annuitant.  (3)  By  purchasing  an  Annuity  out  of 
Capital,  either  from  the  Government  or  a  Life 
Insurance  Office.  It  may  be  noted  that  when  money 
is  bequeathed  to  be  invested  in  the  purchase  of  an 
annuity  for  the  life  of  the  Legatee,  it  is  a  vested 
legacy,  and  the  Legatee  can  elect  whether  to  take 
the  sum  itself  or  to  have  an  annuity  purchased 
therewith. 

The  following  examples  show  the  bookkeeping 
entries  in  connection  with  each  method.  It  must 
be  borne  in  mind,  however,  that  when  either  the 
secon<l  or  third  method  is  adf)pted,  the  proportion 
of  Annuity  accruing  from  the  date  when  the  Annuity 
commenced  up  to  the  date  when  it  is  otherwise  pro- 
vided for  must  be  paid  out  of  the  estate,  as  shown  in 
the  first  method. 


£       s 

d 

£     s 

(.2^     It 

^ 

•    • 

f'^3   i« 

6-.^   i| 

1 

f.23   14 

PROBLEM. — A.  died  on   5th  November   k/xd,  leaving  inter  alia  an  annuity  of  /■50  per  annum  to  B.,  ajjed  60, 

and  an  aniuiity  of  £f,o  per  anniini  to  C.  ajjed  72,  both  free  of  Lejjacy  Duty.  The  executors 
elect  to  provide  for  C.'s  annuity  by  sottinjj  aside  ;t'i,Hi.S  3s.  4d.  of  2'^  per  cent.  Consols,  which 
are  purchased  fx  div.  on  5th  January  1901,  at  105.  They  provide  for  B.  liy  the  purchase  of 
an  annuity  of  ;{"5o  per  aonuin  from  the  North  British  and  Mercantile  Company  on  jist 
December  icjcxj,  for  which  they  pay  £62^  14s.  2d.     C.  dies  on  5th  July  1901. 

Show  the  necessary  entries  in  Journal  form. 

JOURNAL. 

31st  December  i<ytM\ 

i:state  Account 

To  H.  .\nnuity  Account    .. 

B.  Annuity  Account 

To  Cash 

lifiiif;  provision  for  an  annuity  of  ^50  per  annum  to  he  paid  to  B.  by  the 
North   British  ami  Mercantile  Insurance  Company,  coniwencini^  1st  January 

KJOI. 

Income  Account     .. 

To  II.  Annuity  Account    .. 
R.  Annuity  Account 

1 o  c^asn  ..  ••  ..  .,  ,,  .,  ,, 

Beinii  payment  to  B.  of  proportion  of  annuity  from  ^th  November  1900 
to  date  :  56  days  at  ^50  per  annum. 

5th  January  1901. 
I'lstate  Account 

To  Annuity  for  C.  Trust  Account     .. 
3 }  per  c^-nt.  Consols 

To  Cish 

Beiu}^  provision  for  an  annuity  of  £^0  per  annum  to  C,  by  purchase  of 
£j,HiH  ^s.  4</.  Consols  at  105  (Brokerage.  £2  js.  bd.) 

Income  Account     .. 
To  C.  Account 

C.  Account 

To  Cash 

Being  payment  to  C.  of  proportion  of  annuity  from  ^th  November  1900/0 
date  :  61  days  at  £^0  per  annum. 


7  13 

7  i.^ 


8 

S 


7  f^    s 

7  «j    ■•< 


1,01 1    10 

0 

l,<MI     10 

rt 

r.Oii   10 

0 

«    • 

i,<)iJ    10 

• 

0 

R    7 

•  • 

I 
I 

S     7 
8     7 

I 
I 

I 
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5th  April. 

Cash 

To  2 J  per  cent.  Consols    ..  ••  ••  •• 

C.  Account 

To  Cash 

lifini^  ijucirtir's  liividcmi  on  Consols  rcciivfti,  and  luindui  over  to  C. 

5th  July. 

Cash      ..                ..  ..  ••  ••  ••  •• 

To  2 ,'  per  cent.  Consols  ..  ..  ••  ••  •• 

C.  Account               ..  ••  ••  ••  •*  *• 

To  Cash  . .  . . 

Beiiii^  tjtdirtcr's  dividend  on  Conaols  rtccivcd.  and  handed  onr  to  C. 

Annuity  for  C.  Trust  Account  ..  ••  ••  •• 

To  Kstate  Account 

lieini:  provision  /or  annuity  to  C  re -transferred  to  General  Estate   upon 
death  of  C.  this  day. 


12    to 

O 

•  • 

12    lO 

o 

12    lU 

o 

•    • 

IJ     It  > 

o 

12    lO      O 

IJ     I<i      (I 

1.911    lO    o 


12    10      O 
12    10      O 

I  <)M     It)      0 


Legacy  Duty  is  i)ayal)le  on  the  rash  value  of  the 
annuity,  arrived  at  by  tables  provi<le<l  by  the  Inland 
Revenue  authorities.  The  actual  payment  is  made 
l)y  four  annual  instalments,  but  if  the  annuitant  dies 
in  the  interim  no  further  instalments  arc  payable. 
Unless  the  annuity  is  left  fret-  ol  I,e<;acy  Duty, 
these  instalments  an.'  (k-durted  from  the  annuity 
payments. 


INTEREST  ON  ADVANCES 

It  frequently  occurs  that  Kxecutors  (or  Trustees) 
are  authorised  to  make  advances  to  Beneficiaries  on 
account  of  their  respective  shares  of  the  Residue  of 
the  Kstate.  Su<'h  Advances  generally  bear  interest. 
As  a  matter  of  bookkeeping,  this  intere.st  must  be 
debited  lu  the  resi)ective  Beneficiaries  and  cretlited 
to  Kstate  Account,  thus  increasing  the  balance  of  the 
latter  that  is  available  for  distribution. 


PROBLEM. — A.  B.  died  on  5th  April  1901,  leavinj::  amonjj  other  assets  /'50,ooo  of  2^    per  cent.  Consols 

(valued  at  93^),  which  he  bequeathed  to  his  nephews  C,  D.,  and  E.  His  Trustees  were 
directed  to  sell  the  Stock  and  to  divide  the  proceeds;  the  dividends  on  the  Stock  to  the  date 
of  Sale,  and  any  interest  received  up  to  the  date  of  division  free  of  duty  and  expenses  or 
deduction  of  any  kind  on  the  dividends,  among  his  three  nephews,  in  the  proportion  of  half 
to  C,  one-third  to  D.,  and  one-sixth  to  E.  The  Stock  was  sold  on  5th  October  1901, 
ex-dividend,  at  fjj,  the  price  and  dividends  from  the  date  of  death  were  received  on  that  day 
and  deposited  in  Bank,  and  the  Brokerage  and  Charges  were,  a.s  directed,  paid  out  of  the 
General  Trust  Estate.  The  dividend  due  5th  July  was  received  on  5th  October  along  with 
the  dividend  due  on  that  day.  The  Trustees  had  power,  out  of  the  General  Trust  Estate,  to 
make  Advances  to  the  Beneficiaries  to  accoimt  of  their  shares  to  an  amount  not  exceeding 
;f  7,500  each,  said  Advances  to  be  equalised  as  between  the  Beneficiaries  themselves,  with 
interest  at  4  per  cent.,  but  no  ir.terest  was  to  l>e  payable  b\'  them  to  the  (ieneral  Trust  Instate. 
The  Trustees  advanced  to  C.  on  joth  April  ujoi  ;f 5,000,  and  on  29th  May  jr2,50o;  to  D.  on 
15th  May  jC^txx),  and  on  ist  June  ;^\i,ooo;  and  to  E.  on  20th  June  /^O.ooo.and  on  15th  July  ;f5oo. 


Frame  a  State  of  Progressive  Interest  on  the  Advances,  and  prepare  a  scheme  of 
division  showing  the  exact  amoimt  payable  to  each  Beneficiar>'  on  15th  December  1901. 
Calcidate  Interest  on  the  Bank  Deposit  at  2i  per  cent.     Leave  out  fractions  of  a  penny. 
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Dr. 


TRUST  IN  FAVOUR  OF  C,  D.,  axd  E.  ACCOUNT. 


1901 
Oct.    5 
Dec.  13 


To  aj%  Consols  Account— I. OSS  on  Sale        .  250    o  o 

C.  Account           I     23,8,,,  ,7  ^ 

'•        • I     15.867  18  5 

7.9.33  19  2 


£47.«53  15    2 


igot    I 
April  5  I  By  2?  %  Consols  Account  . . 
j^*-    5       «  I>u.  Intenist  to  date 

Oec.15  I    ,   Interest  .Account. . 


Cr. 


£       s    .1 

46,750    o    o 

6N7  10    o 


^x^  : 

* 

£47.853  15 

2 

Dr. 


2?  "/,  CONSOLS  ACCOUNT. 


Cr. 


1901 
April  3 


Oct.    5 


To  Trust  in  favour 
of  C  ,  D.,  and 

K 

,  Do.  Half- 
yar's  dividrnd 
to  Hate 


Capital  Income 

£       »    d  £      s    d 


46,750    o    o 


687  10    O 


£46,750    o    o        £687  10    o 


1 001 
Oct.    5 


By  Cash  (2  quarters 

dividend) 
«    Do.    (Sale    of 

Consols) 
„   Trust     Ace  nnt 

—  I. OSS  on  Sale 


Stock 

£     s 

d 

Capital 

£      s 

1 
d 

Income 

£    s  'i 

•• 

•  • 

1 

687  10  0 

50,000  0 

0 

46,500  0 

0 

•• 

250  0 

0 

£50,000   0 

0 

£46,750   0 

0 

£687  10  0 

Dr. 


C.  ACCOUNT. 


cr. 


1901     I 
Apr.  30  !  To  Cash 
May  29  ;     .      ... 
l)rc.  15       ,    Intfrc^t 
.   Ca  h 


£     s 
5.000  0 
2.500  0 

iHo     0 
16,121   17 

d 
0 
0 
0 
7 

il 

1901 

Dec.15 

1 

£23,801   17 

7 

"^" 

By  Trust  Account 


£       s    J 

23,801  17    7 


£23.801  17    - 


Dr. 


D.  ACCOUNT. 


Cr. 


1901 
May  13     To  Cash 

June    I i    . 
I>ec.  15  '    ,    Interest 
k       •    Cash 


£     s   d 

1,000    o    o 

II, /So     2    10 


£15.867  18    5 


1901 
Dec.15     By  Trust  Account 


£      s    d 

15.867  18    5 


£15.867  18    5 


Dr. 


E.  ACCOUNT. 


Cr. 


1901 

June  20  To  Cash 
uiy  15     » 

>«^.  15  .    Interest 
«       «    Cash 


£       s    d 
6,000    o    o 

>P9 


1,309     4  II 


£7.933    19     2 


I90I 

D«>c.i5     By  Trust  Account 


£      s    d 
7.933  19    2 


£7.933  19    2 


Dr. 


BANK  DEPOSIT  ACCOUNT. 


Cr. 


1901 
Oct.     5     To  Cash 


I>ec.  15 


v    Interest 


£       s    d  II     jgoi 
47.J87  10    o      Dec.15 
;'»i  'J    K 


£47.211    5    4 


By  Cash 


£       s    d 
47.211     5    4 


£47.211     5 
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INTEREST  ACCOUNT. 


Cr. 


xgoi    I 
Dec.  15  ,  To  Trust  Account 


1901 
Dec.  15     By  C. 
.       .    D. 


\ccount 

£      »    d 
i8o    0    0 

87  15    7 

124  14    3 

23  '5    4 

£416    5    a 

Dr. 


CASH. 


CONTRA. 


Cr, 


190 1 

Oct.    5 

» 

Dec.  15 


To  2?  %  Consols— Interest 
,    Do.  Proceeds  of  Sale 

,  Bank  Deposit  Account  . . 


£     s  d 

687  10  o 

46,500    o  o 

47.2U     5  4 


£94.398  15    4 


1     «9oi 

i  April 30 

1  May  15 

29 

June   1 

20 

July  15 

Oct.    5 

Dec  15 

m 

u 

By  C— .\dvance 

,  D.        Do. 

,  C.        Do. 

,  D.        Do. 

,  E.        Do. 

,  E.        Do. 

,  Bank  Deposit  Account 

,  C 

.   I> 

-   H 


£ 

5,000 

1,000  o 

2,500  o 

3,000  o 

6,000  o 

500  o 

47.187  10 

16,121  17 

11,780  2  10 

1,309  4  " 


s 
o 


£94.398  15    4 


RESIDUARY  LEGATEES. 

As  it  is  practically   impossible   for  a  testator  to 
know  the  exact  value  of  the  property  that  he  will 
leave  behind  him  at  his  death,  it  is  usual  to  appoint 
a  Residuar>'  Legatee,  or  Residuary  Legatees,  who 
are    entitled    to    receive    the    surplus    or    residue 
of    the     personal     estate     after    payment    of     aJl 
prior   claims.      If   no    Residuary    Legatee   can    be 
ascertained    from    the    terms   of   the    Will,   there 
is  an  intestacy  in  respect  of  the  Residue,   which 
accordingly  goes  to  the  next-of-kin.     The  ultimate 
distribution  of  the  Residue  may  be  either  in  cash, 
or  in  kind:   that  is  to  say,  the  whole  Estate  may 
be  realised,  and  the  cash  balance  distributed  among 
those  entitled  to  the  Residue,  or  the  Estate  in  its 
existing  form  may  be  divided  among  them.     If  the 
various    Residuary    Legatees    are,    owing    to    their 
different  relationship  to  the  deceased,  liable  to  legacy 
duty  at  different  rates,  each  must  pay  the  duty  upon 
his  respective  share  of  the  Residue,  even  although  it 
may  have  been  expressly  bequeathed  to  him  "  free  of 
legacy   duty."     The  words  "free  of  legacy   duty" 
have  no  meaning  as  applied  to  the  Residue,  seeing 
that   after   the  distribution   of   the    Residue   there 
remains  no  general  Estate  out  of  which  legacy  duty 
could  pjossibly  be  paid. 

An  Executor  has  power,  even  though  no  express 
authority  be  given  him  for  that  purpose  in  the  Will, 
to    agree    with    a    Residuary    or    other      general 


Legatee  to  appropriate  a  specific  portion  of  the 
Estate  to  him.  Moreover,  where  a  residuary  trust 
fund  is  settled  by  Will,  upon  trust  for  several 
persons  and  their  families,  the  trustees  have  power, 
virtute  officii,  to  appropriate  specific  investments  to 
any  of  the  settled  shares  before  the  period  of  final 
division  without  making  any  corresponding  appro- 
priation to  other  shares.  The  principle  u[)on  which 
executors  and  trustees  under  a  Will  which  contains 
a  trust  for  sale  and  conversion  have  power  to 
appropriate  any  specific  part  of  the  Residuary 
Estate  towards  satisfaction  of  a  legacy  or  share  of 
the  Residue,  is  that  they  have  power  to  sell  the 
particular  asset  to  the  Legatee,  and  to  set  off  the 
purchase-money  against  the  legacy.  This  doctrine 
is  not  confined  to  pure  Personal  Estate,  but  extends 
to  chattels  real,  such  as  leaseholds,  and,  it  would 
seem,  to  Real  Estate  which  is  subject  to  a  trust  for 
sale  and  conversion.  The  accounts  must,  of  course, 
show  such  appropriations  and  settings-off  in  full 
detail. 

A  common  form  of  Bequest  in  connection  with 
Residue,  where  the  testator  leaves  children  who  are 
minors,  is  one  in  the  nature  of  a  direction  that  it 
is  to  be  held  in  trust  for  the  benefit  of  the  children 
until  such  time  as  they  come  of  age,  or,  in  the  case 
of  daughters,  until  such  time  as  they  become  of  age 
or  marry  (with  the  consent  of  their  guardian), 
whichever    event    may    happen    first.      It    is    not 
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unusual,  but,  as  we  have  seen,  not  really 
essential,  to  endow  the  executor  with  a  dis- 
cretion enabling  him  to  determine  the  share  of 
each  child  as  he  becomes  entitled  to  it  abso- 
lutely. In  these  cases  of  appropriation  an  accurate 
Balance  Sheet  must  be  prepared  each  time  one 
of  the  children  becomes  entitled  to  his  share,  all 
accruing  interest  apportioned  up  to  date,  and  the 
accounts  adjusted  so  that  the  balance  of  the  Estate 
Account  and  Income  Account  respectively  show 
the  exact  estimated  value  of  the  Capital  in  hand 
and  the  Income  accrued  up  to  date.    The  accounts 


of  each  of  the  children  (which  represent  the  amounts 
to  which  they  are  respectively  entitled)  are  corre- 
spondingly adjusted,  and  the  account  of  the  one 
who  is  entitled  immediately  to  receive  his  share  is 
debited  with  the  corresponding  amount  of  cash.    A 

j  portion  of  the  Estate  is  realised,  if  necessary,  to 

[  produce  that  sum;  or,  by  arrangement  with  the 
Legatee,  specific  securities  may  be  handed  over  at 

j  an  agreed  price,  instead  of  actual  cash  passing. 

!  The  following  example  shows  clearly  the  various 
entries    in    connection    with    transactions    of    this 

I  description :  — 


PROBLEM.— An  Estate  consisting  of  ;^io,ooo  in  af  per  cent.  Consols,  purchased  at  no,  is  held  in  trust  for  A 

and  B.,  who  are  to  receive  the  income  during  their  minority,  each  being  entitled  to  receive 
bis  (half)  share  of  the  Capital  on  his  coming  of  age.  The  income  has  been  regularly 
divided  up  to  5th  July  1901.  On  28th  September  1901  A.  came  of  age;  ^f 5,000  Consols  were 
accordingly  sold  for  cash  at  93  (less  Brokerage  £6  5s.),  and  the  proceeds  handed  to  him. 

Show  the  accounts  in  the  Trustee's  Ledger. 


Dr. 


TRUST  IN  FAVOUR  OF  A.  ACCOUNT. 


Cr. 


1901 
Sept.28 


Oct. 


To  Consols  Account  —  Loss  on 

Realisation 

>    Cash        


Capiul 

£       8     d 

856    5    o 
4.643  15    o 


Income 
£  s  d 


34    7    6 


1901 
Sept.  I 
Oct.    5 


By  Balance    . . 
.    Interest  on  Consols 


Capital 
£    s   d 
5,500    o    o 


Income 

£   s   d 

34    7    6 


Dr. 


TRUST    IN    FAVOUR    OF    B.    ACCOUNT. 


Cr. 


By  Balance    . . 
,  Interest  on  Consols 


Capital 

£     s    d 
5.500    o    o 


Income 
£    s   d 


34    7    6 


Dr. 


2%%    CONSOLS    ACCOUNT. 


Cr. 


1901 
Sept.  I 
Oct.    5 


To  Balance 
«   A.— Interest 
.   B. 


Stock 
£      s  d 
10,000  o  o 


Capital 

£    s  d 
11,000  o  o 


Income 

£    s   d 


34 
34 


7    6 
7    6 


1901 
Sept.28 


Oct. 


By  Cash 

,  Loss  on  Sale  of  Con- 
sols to  pav  out  A  : 
transferred  to  his 
account 

m    Cash 


Stock 
£     s  d 

5,000  o  o 


Capital 
£     s   d 
4,643  15    o 


856    5    o 


Income 

£"     s    d 


68  IS    o 


NOTE.— There  being  only  one  investment  it  is  convenient  to  add  Income  columns  to  the  accounts  of  A.  and  B.  rather 
than  to  open  an  Income  Account.     For  the  same  reason  it  becomes  unnecessary  to  re-value  B's.  share  of  the  estate  •  this 

ZlilT^'T!:  ^  ^^^ /""ir^ .u^r.'''i-    ^'  '^  ^^''^^  ^"'''^'  "''  ''^^  ex-dividend,  A.  will,  of  couise,  be  entitled  to 
half  thi  dividend  received  on  the  ^th  October  1901, 


I  a 


1 

i 
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INSUFFICIENT  ASSETS. 

The  ullimate  disposal  of  the  ResicUie  has  alrea«ly 
been  dealt  with.  It  remains,  however,  to  be 
explained  what  procedure  must  he  adojUed  when, 
instead  of  there  being  a  Residue,  the  Instate  is 
insufficient  to  provide  for  all  the  beciuesls  made  by 
the  will. 

In  a  work  of  this  description  it  is  not  necessary 
to  discuss  the  order  of  precedence  of  the  various 
debts  due  on  the  death  of  the  Testator  when  the 
Estate  is  insolvent, beyond  statinj^^  that  if  the  jcrencral 
Personal  Estate  not  specifically  bequeathed  is 
insufficient  to  pay  the  Debts  then  the  real  estate 
not  specifically  bequeathed  must  bear  the  deficiency  ; 
if  there  be  no  Real  Estate  (or  it  be  insufficient),  the 
General  Pecuniary  Legacies  must  abate  fro  rata,  or, 
if  necessarv.  be  abandoned  entirelv.     Devised  and 


Residuary  Real  Estate  and  Specific  Legacies  con- 
tribute rateably  on  the  failure  of  the  Ccneral 
Legacies  to  meet  the  defici(;n<'y. 

Assuming,  however,  that  there  is  sufficient  to  pay 
all  Debl^,  Costs,  and  Specific  Legacies,  but  not 
sufficient  tf)  pay  the  Pecuniary  Legacies,  then  the 
latter  must  all  abate  fro  rata,  unless  the  Will,  or 
any  rule  of  law,  indicates  any  special  order  of 
priority.  An  Executor,  however,  is  entitled  to  a 
preference  in  respect  of  any  Debt  due  to  him  by 
the  Deceased,  as  against  other  creditors  of  equal 
degree ;  but  this  right  does  not  make  him  a 
''secured  creditor"  within  the  meaning  of  Section 
10  of  the  Judicature  Act,  1875. 

When  the  Estate  is  not  sufficient  to  pay  Legacies 
in  full.  Legacy  Duty  is,  of  course,  only  paid  upon 
the  reduced,  and  not  upon  the  full,  amount. 


PROBLEM. — A  Testator  dies  leaving:  Personal   Estate  worth   jTi 0,000,  and  Real  Estate  worth  (,2^,000.     He 

specificallv  bequeaths  ;^2.ooo  Personalty  and  Xio.ooo  Realty  to  his  niece  W.  His  Debts  amount 
to  ;{;2.ooo"and  the  pecuniary  Lcj^acies'to  /^5,o()0.  The  residue  of  both  Personal  and  Real 
Estates  is  left  to  X.  The  Executori  d  Expenses  (including  all  duties  piiyahle  by  the  estate) 
amounted  to  /j.scx).  All  Lejjacies  were  left  free  of  Legacy  Duty 
ultimate  amount  received  by  X. 


Raise  accounts  showing 


Dr. 


PERSONAL    ESTATE    ACCOUNT. 


Cf. 


To  Cash  :  Executorship  Expenditure,  &c. 

Lt%%  Estate  Duty  on  Real  Estate, 
and  Legacy  Duty  on  Heqiiest  of 
Realty    ..  ' 

,      Do.     Debts  due  by  Deceased 

,      Do.     Six;cific  Bequest  to  \V. 

,      Do.    Pecuniary  Legacies 


3.50J 


1 ,300    o    o 


s     d 


2,300  O  O 

2,OD0  O  0 

2,OD0  O  O 

5,000  O  O 


By  Sundry  .Assets 

,  'Iransfer  from  Real  Estate  Account  to  make 
up  amount  reijuired  to  pay  Legacies,  *c. 


£11,200  o  o  I 


i  »  a 


lo.ono  o  o 
1,300  o  o 


£11,200  O  O 


Dr. 


REAL    ESTATE     ACCOUNT. 


£  s  d 

To  Cash  :  Specific  Bequest  to  \V 10,000  o  o 

,    Do.      Estate  Duty i.noo  o  o 

,    Do.      Legacy  Duty           300  o  «> 

,    Transfer  to  Personal  Estate  Account •       1,200  o  o 

.    Cash  :  Residue  to  X !     12.500  o  o 


By  Sundry  Assets 


Cr 

£     ^    d 
35,000    o    o 


£25,000    o    o 


£25,000    o    o 


NOTE.— It  makes  no  difference  in  this  instance,  but  uhen  different  persons  are  entitled  to  the  Residue  on  Personal 
and  Real  Estates  respectively,  it  is  important  to  see  that  each  is  charged  with  its  due  proportion  0/  the  Duties  paid. 
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RESIDUARY  ACCOUNT. 

It  has  already  been  .stated  that  Residuary 
Legatees  have  to  pay  Legacy  Duty,  if  their  relation- 
ship to  the  deceased  be  such  as  to  render  them 
liable  to  this  <luty.  The  amount  ui>on  which  duty 
is  payable  is  arrived  at  by  preparing  a  Residuar}' 
Account,  which  must  be  in  the  prescribed  form,  and 
verified  by  affidavit.     The  form  at  present  in  use  is 


shown  below.  Tt  will  be  seen  that  it  differs  from  the 
form  of  the  Estate  .Duty  Account,  chiefly  in  that  it 
deals  (so  far  as  possible)  with  actual  realisations 
in.stead  of  estimated  values,  and  that  it  is  brought 
up  to  date,  all  payments  made  before  arriving  at 
the  Resiilue  being  deducted  from  the  Corpus,  while 
all  income  received  since  the  date  of  death  is  added. 


PROBLEM. 


Dr. 


KJOO 

Nov.     30 
Dec.     31 

1901 
Jau.      31 


May 


Taking  the  Estate  of  X.  shown  on  page  96,  assume  that  the  testator  bequeathed  £2^  to  each 
of  his  Executors  A.  and  B.,  who  were  strangers  in  blood,  that  the  Leasehold  Property  was 
becpieathed  absolutely  to  his  Widow,  and  the  Residue  to  his  Widow  in  trust  for  life,  and 
afterw:irds  in  equal  shares  to  his  I'artner  V.  and  his  Brother  Z.  Assume  that  Mrs.  X.  died 
on  jist  May  1901,  that  the  remainder  of  the  Testate  was  realised  on  that  day,  the  Freeholds 
fetching  ^'2,000  net,  the  Furniture  ;^45o,  the  Shares  £i.\.  los.  each,  and  the  Debentures  /^i65 
(net).  Assume,  furthtr,  that  all  rents,  dividends,  &c.,  are  received  in  due  course,  all  debts 
and  legacies  paid  on  jolh  June,  and  the  Residuary  Account  made  up  on  that  date 


Prepare  (a)  The  E.\ecutors'  Cash  Book  and  Ledger. 


{0)  The  Residuary  Account. 


CASH. 


CONTRA. 


Capital 


lucuuiu 


Capital 


To  Estate  Account 

,  E.  &  W.  Rv.  Co.,  Liuj.,  J  yr's 
interest  (less  tax) 

.  Least-hold  Property,  J  yr's 
rent  (less  tax) 

.  Mont  Blanc  Ice  Co.,  Liui.,  yr's 
dividend  to  31/12/00  (less  tax) 

,  Household  Goods,  &c.,  pro- 
ceeds of  sale   . . 

.  Mont  lilanc  Ice  Co.,  Lim., 
sale  I  if  Shares  ("  £14  los.   .. 

»  E.  &  W.  Ry.  Co.,  Liai.,  bale 
of  Dt^bentures  i"  £165 

,  X.  *:  Y.,  ill  payment  of  de- 
ceaM,"d's  interest  jier  Y. 

•   Freehold  I'roperty 


f 

I,UlO 


19  13    o 


23  13  II 

2G    3     2 


45" 

435 

i,6jo 

4,100 

2,G0O 


o    o 


o    o 


7    o 


£      s    d 

400 

4  iG    t 
2    6  10 


19  13  o 


o 
u 


I90I 
Mar.    31 

June  30 


£<j,(>M  19    I  j   £30  15  II 


By  Estate  A/c.  :  Estate  Duty 

„        Do.  —  Executorship    Exps. 

„  Debts   due    at   death   (sundry 
accounts)         

«  Funeral    Expenses  (Toombes 
&  Son)  

,  Legacies  A/c.  A.  (less  dutv)    . . 
Do.  B.  ,     ■      .. 

,  Income  .\/c.,  Exctors.  Mrs.  X. 

a  Residue  A/c.  Y.  (less  duty)     . . 
Do.  Z. 

m  Le^^acv  Duties 

V  LeasefioM  l-'roi)ertits  A/c. : 
proiKirtion  of  Rent  froui 
30/11/00  to  ji/i2/")o  due  to 
Executors.,  Mrs.  X 


£ 

4" 

4 


300    o    o 


100    o 

22    10 
22   10 

3,973    4 

4,282     5 

578  18 


Cr. 


lucoine 


^    s   d 
428 


21  17    2 


4  16    I 


£9,694  19    I  1   £30  15  rr 
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ESTATE    ACCOUNT. 


Cr. 


1900 
Nov.     30 

m 
I9OI 

Mar.    31 

m 
m 


To  Debts  due  at  Death     . . 
,    Funeral  Expenses 

,    Cash :  Estate  Duty 

,      Do.    Executorship  Expenses 

.    Balance  down 


1901 
May      31      1>>    DilTtrence  on  realisation  of 

Household  Goods     . . 
lunc     30       .     Legacies' Account:    A. 

,  Do.  B.         .. 

»   Specific   Legacies'    Account, 

Mrs.  X 

«    Residue  Account 


£ 

s    d 

£    s 

d 

lytjo 

300  0 

0 

Nov.  30 

100  0 

0 

m 

411     8 

0 

m 

i 

4    a 

8 

0 

1 

9,869    9 

4 

m 
m 
m 

£10,685    0 

0 

£ 

s    d 

£     s 

d 

I9OI 

Mar.  31 

50    0 

0 

May    31 

25 

0    0 

25 

0    0 

50    0 

• 

I 

1,001     6 

I 

1 

8,829    ^ 

5 

1 

! 

1 

£9.930  14 

6 

^^ 

By  Mont  Blanc  lee  Co.,  Lim.     . . 
,    East  Western    Railway  Co., 

Lim 

•   Cash         

.    Household  Goods 
,    Share  in  firm  of  X.  &  Y. 
,    Leasehold  Property    .. 
,    Freehold  Property 


By  Balance 

.    Diflerence  on  Mont  Blanc  Ice 

Co.,  Lim 

,    Difference  on  E.  W,  Ry.  Co., 
Lim 


£    »    d 


£ 

s 

d 

450 

0 

0 

1,600 

0 

0 

1,010 

0 

0 

300 

0 

0 

4,100 

0 

0 

1,025 

0 

0 

2,000 

0 

0 

£10,685 

0 

0 

£ 

s 

d 

9,869 

9 

4 

II 

3 

2 

y> 

2 

0 

£9.930 

u 

6 

Dr. 

/lo   ! 

SHARES   IN   MONT   BLANC   ICE   COMPANY,   LIM. 

0. 

Shares       Capital     1   Income 

Shares 

Capital 

Income 

1900 
Nov.  30 

igoi 
May    31 

• 

To  Estate  Account    .. 

Estate  Account,  difference 

on  Realisation 
Income  Account  . . 

30 

•  * 

£     s    d       £  s    d 
450    0    0 

i 
II    3    2 

2  6  10 

1901 
Jan.  31 

May  31 

By  Cash  :  Dividend  for  year 
ended     31st     December 

1900           

,    Cash— Sale  of  Shares    . . 

30 

£     8    d 

26    3    a 
435    0    0 

£*    d 
2  6  10 

£461     3    2  1    £2  6  10 

£461    3    2 

£2  6  10 

i 

Dr. 

/loo   5%  DEBENTURES  IN   EAST   WESTERN   RAILWAY  COMPANY,  LIM. 

Cr, 

No.          Capital 

Incotne 

No. 

CapiUi 

Income 

1900 
Nov.  30 

1901 
May   31 

• 

To  Estate  Account    . . 

,    Estate  Account,  difference 

on  Realisation. . 
•    Income  Account  .. 

10 

•  • 

£    sd 

i,6uo  0  0 
50  2  0 

£   sd 
23  13  0 

IQOO 

Dec.  31 

1901 

May  31 

By  Cash-i-year's  Interest.. 
,       •   —Sale  of  Debentures 

•  • 

10 

£    sd 
19  150 

1,630    7  0 

£    sd 
400 

19  13  0 
,  0 

£1,650  2  0 

£23  13  0 

£1,650   2  0    £23  i"* 

\ 

Dr. 


SHARE   IN   FIRM   OF    "X.  &  Y." 


Cr. 


1900 
Nov.  30     To  Estate  Account 


£      sd 
£4,100  o  o 


1 901 
May  31 


By  Cash  :  Per  "  Y. 


£      «d 
£4,100  o  o 
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LEASEHOLD    PROPERTY   ACCOUNT   (giving   full   details). 


1900 

Nov.  30     To  Estate  Account        

1901 
May    31  ;    ,    Cash-Mrs.    "  X."— Income    ac- 
cnie<l  since  death  on  Froiierty 
s)>ccifically  bequeathed  to  her 


Cr. 


1900 
Dec.  31  '  By  Cash  :  Rent 

1901  ; 

May  31  ,  Mrs.  "  X."— Property  specifically 
bequeathed  to  her,  handed 
over  this  day      


£      s    d 

£    sd 

23  13  II 

4  16  I 

1,001    6    I 

£1,025    0   0 

£4  16  I 

Dr. 


FREEHOLD   PROPERTY   ACCOUNT    (giving   full  details). 


1900 
Nov.  30     To  Estate  Account 


By  Cash  r   Proceeds  of  Sale 


Cr. 


£     sd 

£2,000  o  o 


Dr. 


HOUSEHOLD    GOODS.     &c. 


£     8    d 

500    0    0 

1901 
May    31 

m 

£500    0    0 

Cr. 


'    £   s   d 

By  Cash  :  Net  Proceeds  of  Sale 450    o    o 

Estate  Account :   Difference   on   Realisation         50    o    o 


£  '  500    o    o 


Dr. 


LEGACY    DUTIES    ACCOUNT. 


Cr. 


1901 
Nov.     30 


To  Cash :  Commissioners  of  Inland  Revenue 


£    s   <l 
578  18   3 


£578  18   3 


1901 

June  30     By  Legacies  Account :  A. 

Do.  B. 

m       ,    Residue  Account :  Y. 

•       •  Do.  Z. 


£  s  d 
2  10  o 
2  10    o 

441    9    5 
132    8  10 


£578  18    3 


Dr. 


DEBTS     DUE    AT     DEATH. 


Cr. 


1901 
June     30 


To  Cash  (in  detail) 


Dr. 


FUNERAL    EXPENSES. 


Cr. 


1901 
June     30 


To  Cash :  Toombes  &  Son 


I 
£     s    d         1903      ; 
£100    o    o  i!  Nov.  30  I    By  Estate  Account 


£    sd 

£100    o  o 
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LEGACIES    ACCOUNT. 


Cr. 


1901 

June     30  i  To  Cash  :  A. 

,   Le(;acy  Duty 


Cash:  B. 
Legacy  Duty 


£      s    d         £■      s    d  iQfo      I 

?2  10    o  Nov.  30  I  By  Estate  Account,  viz. 


2 

10 

0 

22 

10 

0   1 

2 

10 

°i 

25  •    O      O    jj 


25    o    o 


£50    o    o 


A. 
B. 


c  •  «> 

25    o    o 
25    o    o 


£    8    J 


«o    o    o 


£50    O    O 


Dr. 


1901 

May     31 


SPECIFIC     LEGACIES     ACCOUNT. 


Cr. 


To  Leasehold  Froi>ei"ty  Account 


£    s  d  I.       1901 
£1,001  6  1    I  May    31 


By  Estate  Account :  Mrs.  X. 


.     £  »d 

Irt.ooi  6  I 


Dr. 


INCOME    ACCOUNT. 


Cr. 


March  31  1  To  Cash  :  Interest  on  Estate  Duty 
June    30  I     a        «        Executors,  Mrs.    X.,    being    income 
accrued  np  to  date  of  her  death    . . 


£    s   d 

4   3   » 

I     21  17   2 


£25  11)  10 


1901 

May    31 


By  Mont  Blanc  Ice  Co.,  Litn. 
.    East  Western  Railway  Co.,  Liui. 


• 

£  s  d 

3    6  to 
33  13    0 

£25  "9  »o 

Dr. 


RESIDUE    ACCOUNT. 


Cr, 


1901 

June     30 


To  Cash :  Y. 
,  Legacy  Duty 

V   Cash :  Z. 
D  Legacy  Duty 


£     s    d 

3.973    4    9 
441     9    5 


By  Estate  Account,  viz.: 

Y 

Z 


£    »    d 

4.414  14  a 
».4«4    14  3 

£  s  .1 

«.829  8    5 

£ 

8.829  8    3 

EXECUTORSHIP    ACCOUNTS. 


121 


Form  No.  3. 

Here  state  ihe  N'ame  and  Address  of 
the  FcrsvUi  who  forwards  this  Account,  i 


INLAND    REVENUE. 


LForm  of  Residuary  Account. 


All  Personal  Estate,  and  also,  wheru  mixed  up  with  the  Pcrjonai  Estate,  ail  Mone\s  ari-^inKfrcm  the Vale,  mcrtKJMJe.crWier^ 
fu"  t  :*'*-^   A'!'^.^''^.  "^  ^  '3'  •","1''°''''..^'^-  **■*-* '°  ^'y  accounted  for  uik  n  this  Form,  for  the  purpose  of  having  the  Leg-  cy  Duty  assessed  pursuant  to 


purpose 
III.  c.  2.S) ;  tl  e  Stamp  Act. 


the  Legacy  Duly  Act.  1796  (:i6  Geo.  III.  c.  52*  ;  iho  I  egjicy  Duty  Aft,  18(5(45  Geo ^.  .>„  , ..„..,„,....,.,:,..„  v,.. 

Succession  Duty  pursuant  to  the  Customs  and  Inland  Revenue  Act,  i8>>8  (51  &  52  Vict.  c.  8).  and  the  Finance  Act,  1804  (57  &  58  V 

Where  the  Personal  Estate  is  not  chargeable  with  Lfgacy  Duty,  the  procee<ls  of  sale  of  Real  Estate  <lirccted  to  be  sold  sh< 

upon  the  I-orm  No.  8  ;  as  also  where  moneys  arising  from  the  sale  of  Real  Estrite  do  net  form  part  of  the  General  Estate  but  are 


18:5  (55  Geo.  III.  c.  184),  and  the 
"'ict.  c.  30). 

•hould  te  accounted  fcr 
separately  given. 


The  .\ccount,  when  filled  up  in  duflUaU,  should  be  transmitted  to  the  Secretary,  Estate  Duty  Office,  Somerset  House,  London,  W.C. 
Observe.- Money  should  not  be  remitted  until  the  account  has  been  delivered  by  the  panics  and  the  amoi:nt  payable  and  the  mode  of  payment 


have  been  notifie<i  to  them. 


DiRKCTIONS. 


Executors  and  Administrators,  before  the  Retainer  of  any  part  of  the  Property  to  their  own  use,  are  to  deliver  the  particulars  thereof,  and  nay  the 

duty  thereon  within  14  Days  after,  under  the  Penalty  of  treble  the  value  of  the  Duty.  -  •    J 

All  Rents,  DivKkiids.  Interest,  and  Profits  arising  from  the  Personal  Estate  of  the  Deceased,  or  from  the  Real  Estate  directed  by  will  to  b.-  sol.I,  &c.. 
ently  to  the  time  of  the  death,  and  all  accretions  thereon  down  to  the  time  of  retainer,  must  be  considered  as  part  of  the 


subsequei 

accounted  for  accordingly. 


Estate,  and  be 


Reuistkr 


of  the  Year  i 


Folio 


Affidavit. 


;  Please  read  the 
Instructions  printed 
above. 

*  Here  state  the 
Name  and  Address 
of  the  Executor  or 
Administrator. 


3ln    Account    :   of 

who    died    on     the    3<jth    day    of 
♦  Y.  and  Z. 

the    Executors    (or)    Administrator, 
to   be   sold,  &c.,  acting   under  the 
prove<l  in,  or  granted  by,  the 
High  Court  of  Justice,  on  the  30th 


Money  and  I*ro}K'rty 
converted  into 
Money  are  to  Ix'  iii- 
seited  ill  Column 
No.  I,  and  the  date 
when  converted 
affixed. 


the     Personal     Estate,    and     of    Moneys    arising     out    of    the     Real     Estate    of    X.. 
November    One    Thousand     Nine     Hundred  exhibited    by 

cf  the   Defeased,    (or)   Trustee cf  the   Real    Estate  directed  by  the  Will 

Will  (cr)    Lttttts  of  AdininiEtration  [with  Will  annexed  |  of  the  effects  of  the  Deceased 

Registry  of  the  Probate  Division  of  the 
day  of  June  kjoi. 

No.  I.  No.  2. 


Description  of  Property 


Date  of 

Sale, 

if  Sold 


I 


f  Property  not  con- 
verted  into  Money 
is  to  be  valued  at 
the  time  of  retainer, 
an<l  its  value  so  as- 
certained inserted  in 
Column  No  2,  and 
Inventories  ami 
proper  Valuations 
luust  be  produced. 

As  to  apportion- 
ment of  Rents  and 
other  income  see  the 
Apportionment  Act, 
1870  kii  &  34  Vic, 
c.  35). 

The  Shares  not 
converted  into 
Money  are  to  be 
valued  at  the  market 
price  of  tte  day  of 
retainer.  If  there 
be  Shares  in  many 
Companies  it  may 
be  convenient  to  in- 
sert the  total  amount 
or  value  in  this 
Account,  and  annex 
a  Statement  of  the 
particular  Shares. 
(Ste  foot  of  next  page 
for  Rule  for  aster' 
Uininti  markttpiue). 

Observe. — If  this 
Account  is  delive  reel 
in  connection  with  a 
life  tenant's  death, 
and  the  required 
particulars  cannot 
be  fully  stated,  the 
existing  fund,  to- 
gether with  any 
sums  advanced  and 
Ukeii  out  of  trust, 
should  be  brought 
in,  and  a  statement 
should  be  aniiexeel 
giving  all  the  infor- 
nution  available. 


Cash  in  the  House 

Cash  at  the  Bankers  \[ 

] Furniture,  IMate,  Linen,  China.  Bocks,  Pictures,  Wearing 

.Apparel,  Jewels,  and  Ornaments 31  May  'ui 

I  Wine  and  other  Liquors 

1  Horses  and  Carriages,  Farming  Stock,  and  Impk  nu-nts 

of  Husbandry 

<Stack-iii-Trade \ 

♦  Gocdwill,  &c.,  of  Tmde  or  Business '.         '.. 

Life  Assurance  Policies 

Rents  lUm  at  the  Death  of  the  Deceased        

Nfortgages  and  Interest  due  at  the  Death 1 

U^nds,  Bills,  Notes,  and  Interest  due  at  the  Death 

Book  and  other  Debts 

Canal  Shares,  viz. : — 


Money  received! 

and  Property    , 

converted  into  [ 

Money 


jf  s  d 

10  o  o 

1,000  o  o 

450  o  o 


\'alue  of 

Pro(>eity  not 

converted 

into  Money 


Railway  Shares,  viz.  : — 

East  Western  Railway  Ccmpany,  5%  LeLtntures 
Interest  thereon  due  at  Death 


Other  Shares,  viz. : — 

.Mont  Hlaiic  Ice  Company,  Lini.    , 
Dividend  thereon  due  at  Death  , 


The  Stocks  or  other  Securities  of  British  Colouits,  viz. 


Ships  or  Shares  of  Ships 


Carried  forward. 


3t  May  '01 


-i  13  n 


1,630    7    o 

"J  15    o 


ji  May 


435    o    o 
26    3    2 


£3-594  19    I 
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No.  t. 


No.  2. 


Note.  —  If  there 
should  not  be  room 
in  this  I-orni  for  the 
particulars  of  any 
description  of  Pro- 
perty, the  Total  only 
of  the  amount  or 
value  of  such  Pro- 
perty is  to  lie  in- 
serted here,  and  th«: 
particulars  are  to  h". 
stated  on  a  separate 
paper. 

Thi'  Stocks  uii- 
converteil  arr  to  In; 
valued  at  the  market 
price  of  the  day  on 
which  thry  are  re- 
tained for  the  use 
of  the  residuary 
legatee.  (See  foot- 
note*.) 


Description  of  Property. 


Date  of 

Sale, 
If  Sold 


Money  received         Value  of 

and  Property  Property  not 
converted  into        converte<i 

Money  into  ft!oney 


Hrouyht  forwarrl 
£     8    d 


l''xchi'(pi<T  Hills 
iSank  Slock    . . 
ICast  India  St<K:k 
Last  India  Honds    . . 
T,  |>er  cent.  Consols  . . 
3  |>er  cent,  reduced  . . 
New  i  jKT  c«?nts. 
.;■,'  |Hr  ciiit.  Consols 
::;  per  ceiu.  rediicj'.I 
zk  per  cent,  reduceil 


Dividends  on  the  above  Stocks  Due  at  the  L'eath 


Pricf  of 
Stocks 


The  Stocks  or  Public  Securities  of  Foreign  Statis,  viz.  :- 


Property  which  the  Testator  had  power  to  appoint  as  he  thought  fit,  viz. 


Property  not  comprised  within  the  above  description,  viz. : — 
Interest  in  tirm  of  X.  and  Y 


Leasehold    Property    directed    to    be    sold,    as    per   statement    of  particulars 
annexcii  

i 
Observk.  —  Was 
the    deceased     pos- 
sessed   for    life    or  Keal  Projierty  directetl  to  be  sold,  as  per  sic.lemcnt  of  particulars  annexed     ..    ji  M  ly  'o  i 
otherwise      of     any 

Keal     or    Leasehold  

property,  other  than 

that     brought     into  Insot  the  Total  o)  Column  So.  i    in  Colun.n  So.  2 

this  Account  ? 

Reply 

(Say      '•  Yes "      or 

"  No.")  Total  of  Property 


3.394  19    I 


<i 


4,ioo    o 


ooo    o    o 


9.694  19     I 


£9.694  19     I 


Payments. 

Probate  or  Administration 

Funeral  Expenses  

,  .     5,  -  Expenses  attending  Executorship  or  Administration 

L^.  m!^}"^"!,."  (Debts  on  Simple  Contract,  Rent  and  Taxes,  Wages,  \c.,  due  at  the  Death  of  the  Deceasetl, 
as  per  Statement  annexed  . . 


these       Deductions, 

signed  by  the  Execu-   +Debts'on  MortuaKC,  with  Interest  (if  any)  due  at  the  Death. . 

tor  or  A  dmtmstrator,   10^.^15  on  Bonds  and  other  Secunties.  with  ditto 


is  to  be  annexed. 

;  Here  state  the 
particulars  of  any 
other  lawful  pay- 
ments and  of  the 
Funds  or  other  Se- 
curities purchased 
and  when. 


Pecuniary  Legacies  as  per  Stutemem  annexed 
I  purchased  on  the  of 


at 


£  s    d 

411  8    o 

100  o    o 

4  2    » 

3(0  o    o 

yt  o   o 


♦Where  there  is  a  published  quotation,  a  price 
one  innrter  up  from  the  lower  to  the  higher  of 
the  official  "closing  prices"  should  be  adopted 
as  an  estimated  price.  For  example  :-.-VVhere 
the  "closing  prices"  were  <j8     100.  the  market 

price  is  «>S  +  '"^-'>^  ^  98A.    Where  the  day  of 

retainer  w.i-,  a  day  for  which  no  prices  are 
available,  the  price  for  the  day  before  should  be 
taken. 


{Deduct  the  Total  of  the  Payments  from  the  Total  0/ 
the  Property      ..        . .'       


863  10    8 


Net  Amount  of  Property  c;irried  forward  . .        iC8,829    8    5 


To  shoK'  liAL.ANCE  of  CASH,  if  any. 
Total  of  Column  No.  i      . .  £9,fi94  19    i 
Total  of  Payments  . .        . .        865  10    8 


Cash  .\ccount 


£'8.829    8    5 


Note  —Upon  re- 
versions falling  in, 
state  the  date  of  the 
death  of  the  Tenant 
for  Life. 

Separate  Pa(>ers 
are  to  be  annexed  to 
the  Account  to  show 
how  tht^se  Totals 
are  made  up. 

♦  If  the  Cash 
balance  has  borne 
inten-st,  the  actual 
amount  earned 
should  be  brought 
in.  If  it  has  not, 
but  could  have  done 
so,  interest  at  3  jier 
cent,  (ler  annum 
should  be  brought 
in. 


A  Schedule  of 
Particulars  of  these 
Deductions  to  be 
annexed. 


(i)  State  whether 
this  Sum  is  the  whole 
or  what  part  of  the 
Residue.  (2)  Insert 
the  Christian  and 
Surnames  of  the 
Residuary  Legatees 
or  next  of  Kin,  and 
(3)  their  Relationship 
or  Consanguinity,  in 
the  words  of  the 
Act,  as  set  forth  on 
the  other  side. 
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No.  3. 


Net  amount  of  Property  brought  forward     . . 

Interest,  Dividends,  Ri:nts,  &c.,  since  the  Death. 

Rents  of  Real  and  Leasehold  Estates  directed  to  be  Sold  to  the  time  of  Sale,  if  Sold  ;    if  not,  to  the  date 
of  this  Account        

Dividend  on  the  Stocks  and  Funds  Sold  to  the  time  of  Sale  and  of  those  remaining  Unsold,  including 
the  last  Dividends 

Interest  on  Exchequer  Bills  Sold  or  Paid  off  to  the  time  of  Sale  or  Pavment,  and  ot  those  remaining 
Unsold,  to  the  date  of  this  Account ' 

Interest  on  Bonds,  Mortgages,  and  other  Securities  Paid  off,  to  the  Day  of  Payment  and  of  those  out- 
standing, to  the  date  of  this  Account 


£      s    d 

8,829    8    5 


*Interest  on  £ 

to  th«'  date  of  this  Account 


being  the  Balance  of  Cash  in  Hand  as  on  the  other  side. 


Income  of  Canal,  Railway,  and  other  Shares,  to  the  time  of  Sale,  and  of  those  remaining  Unsold,  and 
<.n  other  Pro|Krty,  yielding  an  Inccme  not  included  in  any  of  the  above  Items,  to  the  date  of 
this  Account  

The  value  of  the  Benefit  accruing  to  the  llxecutor  or  other  Person  entitle<l  to  the  Residue  from  the 
Interest  of  Money  or  Dividends  of  Stock  retained  to  answer  vested  or  contingent  Legacies,  payable 
at  a  future  day  without  the  intermediate  Interest  or  Dividends  

Total     . . 


25  19  10 


8,835    8    3 


Payments    Out    of    Interest,    &c. 
Interest  on  Mortgages,  Bonds,  and  other  Securities,  due  from  the  Estate 

Interest  on  Pecuniary  Legacies  . .  

Payments  on  account  of  Annuities        

Other  Payments,  if  any,  viz 

Interest  on  Estate  Duty ■     . . 

Net  Income  paid  to  Mrs.  X 


Deduct  the  Total  Amount  of  these  I'ajmenls  from  the  foregoing  Total 

Balance 


25  19  10 

8,829    8     5 


Deductions    from    REhiuus. 

Debts  still  due  from  the  EsUte 

Retained  to  pay  Outstanding  Legacies  


£     s    d 


Total  Deductions     . . 

Net  Residue 

Deduct  any  Portion  of  the  Residue  not  liable  to  Duty,  or  for  which  Duty  is  paid  on  separate  Receipts 
viz 


Residue  on  which  Duty  is  chargeable 


8,829    8    5 


8,829    8    3 


No.  I. 


DECLARATION.  No.  2. 

For  USE  only  where  the  Testator   died  after  30TH 
I  June   18S8,   and    before  2nd   August    1894,  and  then 

only  where  the  Residue  comprises  real  Esute  directed 
I  to  be  sold  as  well  as  Personal  Estate. 


For  use  in  all  Cases  except  as  in  No.  2. 


I  (or)  We  do  declare  that  the  forgoing  is  a  just  and 
true  Account,  and  I  (or)  We  offer  to  pay  the  sum  of 
£  ,  of  which  £ 


I  (or)  We  do  declare  that  the  foregoing  is  a  just  and  true 
Account,  and  I  (or)  We  oflfer  to  pay  the  sum  of  £573  18s.  3d. 
for  the  Legacy  Duty,  at  the  rate  of  10  per  cent,  and  3  per  cent, 
respectively  ujion  the  sums  of  £4.414  14s.  2jd.,  being  (I)  each 
one  half  of  the  said  Residue  and  Moneys  to  which 


This  portion  to  be 
used  with  either 
form  of  declaration. 


is  the  Legacy  Duty  at 

£ 

Personal  Estate,  and  £ 

Succession  Duty  at 

£ 

Real  Estate,  to  which 


per  cent,  on 

the  proportion  representing 

is  the 

per  cent,  on 
the  proportion  representing 


I  am  (or)  We  are  entitled  and  which  I  (or)  We  intend  to  retain  to  my  (or)  our  own  use,  and  for  the  use  of  (i) 
Y.  and  Z.  in  equal  shares,  the  former  behig  a  stranger  to,  and  the  latter  being  (S)  a  brother  of  the   Deceased. 
Dated  this  day  of  1901. 

V. 

{Here  sign  the  Account) 

Z. 
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Rates  of  Legacy  Duty  payable  on  Legaiies,  Annuities,  and  fifsidues.  bv  the  Stamp  Act,  1815  (55  Geo.   III.  c.  184),  and  tlu  Customs 

and  Inland  Revenue  Act,  1888  (51  6"  53  Vict.  c.  8). 

Note. — If  the  Deceased  <lied  on  or  after  the  ist  June   1881,  every  Pecuniary  Lenacy  or  Kesidiic  or  Share  of  Kr<iidue,  althouKh  not  of  the  amount 
or  value  of  fin.  is  rhHrs<eahl'-  with  Duty  :  Customs  and  Inland  R«-venue  Art.  1.HN1  (44  &  45  Vict.  c.  li),  ».  \2. 


The  description  of  the  Residuary  Legatee,  or  next  of  Kin,  is  to  be  in  the  fullowinK 

words  of  the  Act. 


♦Children  of  the   Deceased,  and   their   Descendants,  or  the  Father  or  Mother,  or  any 
Lineal  .\iicestor  of  the  Deceased,  or  the  Husl>ands  or  Wives  ot  any  such  Persons. . 

Brothers  and    Sisters  of  the    l>eceased,  and   their    Desciiulaiit^,  nr    tlic  Husbands  or 
Wives  of  any  such  Persons  

Brothers  and  Sisters  of  the  Father  an<l  Mother  of  the  Deceased,  and  their  Descendants, 
or  the  Husbands  and  Wives  of  any  sucti  Persons    ..         

Brothers  and  Sisters   of  a  CJrandfather    or    Graiuiniotliefof   the  Deceased,   and    their 
Descendants,  or  the  Husbands  or  Wivt  s  of  any  such  Persons 

Any  Persr.n  in  any  other   Decree  of  Collateral  Consansuinity,  or  Strangers  in  Bloo<l  to 
the  Deceased  . . 


On  Real  Estate,  if  th« 
Deceas«'d  ilit^  he  jot  t  ist 
Julv  i»8«,  or  if  Estate  Duty 
unaer  the  FinanceAct.i8g4. 
has  been  pai<i  upon  the 
property,  and  on  Personal 
Estate. 


On  Apnortionrd  Value  of 
Real  Estate  where  De- 
ceased dicKi  ON  or  aitit  1st 
Julv  t888,and  Estate  Duty 
U"d»r  the  Finance  Act, 
1894,  has  not  been  paid 
ufKin  the  property. 


. 

1 

yvt  Cent. 

^h 

per  Cent. 

i 

do. 

^h 

<lo. 

5 

do. 

b\ 

dj. 

6 

do. 

7* 

do. 

10 

do. 

iiA 

do. 

*  Persons  otherwise  cltarfif  able  with  I  et<ary  Duty  at  the  rate  of  1  per  cent,  are  exempt  in  re'.|>ect  of  any  Legacy,  Residue,  or  Share  of 
Residue,  payable  out  of,  or  consisting  of  any  Estatt  or  Kttects  according  to  the  value  whereof  dutv  shall  have  be«-n  paid  nn  the  .Affidavit  or 
Inventory,  in  confcnnitv  with  the  Customs  and  Inland  Revenue  Act.  1881.  or  where  Estate  Duty  under  the  Finance  Act,  ib«>4,  has  been  jwid 
upon  the  value  of  the  Property,  and  the  same  passes  under  the  Deceased's  Will  or  Intestacy. 

The  Husband  or  Wife  0/  the  Deceased  is  not  subject  to  Legacy  Duty. 

Relations  of  the  Husband  or  Wife  of  the  Deceased  are  charseable  with  Legacy  Duty  at  the  rate  of  10  per  cent,  or  iij  percent., 

as  the  case  may  be,  unless  themselves  related  in  blood  to  the  Deceased. 

Observe. — Interest  at  the  rate  of  3  per  cent,  per  annum  is  chargeable  upon   Legacy  and   Succession  Duty  in  arrear,  under  the 

provisions  of  the  Finance  Act,  1896  (59  &  bo  Vict.  c.  28),  s.  18  (2). 


CHAPTER    XII. 


THE    DOUBLE-ACCOUNT    SYSTEM. 


'T^HE  .second  chapter  of  this  work  wn.s  devoted  to 
an  explanation  of  the  es.sential  difference 
betM'een  Capital  and  Revenue,  and  it  was  also  there  ■ 
shown  that  both  receipts  and  expenditure  upon 
Capital  Account  were  capable  of  a  further  sub- 
division— the  receipts  into  "  fixed  liabilities  "  and 
"floating  liabilities,"  and  the  expenditure  into 
"  fixed  assets "  and  "  floating  assets."  Tt  is  now 
necessar>'  to  consider  the  matter  in  further  detail, 
with  a  view  to  explaining  the  nature  antl  operations 
of  the  Double-Account  System. 

NATURE  OF  DOUBLE-ACCOUNT  SYSTEM. 

In  the  first  place,  it  will  perhaps  be  convenient  to 
slate  what  the  Double-Account  System  is  not. 
Students  of  accounting  not  infrequently  are  under 
the  impression  that  the  Double-Account  System  is 
synonymous  with  the  Double-Entry  System.  This 
however  (as  will  be  seen  later  on),  is  a  complete  mis- 
apprehension. Another  common  form  of  error  is  to 
suppose  that  the  Double-Account  System  is  a 
peculiar  sy.stem  of  accounts  which  especially  dis- 
tinguishes l>etween  Capital  and  Revenue.  The 
proper  distinction  between  Capital  and  Revenue  is 
a  fundamental  principle  of  every  system  of  account- 
ing. A  Trial  Balance  summarises  all  Ledger 
balances  into  one  general  account,  and  the  operation 
known  as  "  closing  the  books "  consists  in  the 
separation  of  the  Capital  items  from  the  Revenue 


items.  The  latter  are  focus.sed  together  into  the 
Revenue  Account,  which  in  practice  is  often  sub- 
divided into  sections  (headed  respectively  "  Trading 
Account,"  "  Profit  and  Loss  Account,"  "  Net  Profit 
Account,"  &c.),  while  the  Ledger  balances  remain- 
ing after  this  operation  has  been  concluded — /".<•.,  the 
Capital  items — are  brought  together  in  the  form  of 
a  Balance  Sheet.  The  process  of  closing  the  books 
up  to  this  point  is  identical  under  all  systems  of 
bookkeeping.  The  distinction  between  the  Double- 
Account  System  and  the  Single  Account  System  lies 
mostly  in  the  form  that  the  Balance  Sheet  takes. 
As  ha.s  already  been  pointed  out,  the  Revenue 
Account  is,  for  purposes  of  convenience,  frequently 
divided  into  sections:  the  first  section  showing  the 
results  of  manufacturing  (or  of  buying  and  selling, 
as  the  case  may  be) ;  the  second  section  reducing 
the  (iross  Profit  shown  by  the  preceding  section  to 
the  Net  Profit  by  the  charging  up  of  all  establish- 
ment expenses;  and  the  third  section  showing  the 
ultimate  disposition,  or  division,  of  such  Net  Profit. 
In  connection  with  most  undertakings,  it  is  found  to 
sufficiently  well  answer  all  practical  purjwses  to 
frame  the  Balance  Sheet  as  an  undivided  whole ;  but 
with  regard  to  .some  undertakings,  it  is  thought  con- 
venient to  divide  it  into  two  section.s,  the  first  of 
which  comprises  "  fixed  assets "  and  "  fixed 
liabilities"  (along  with  the  balance  of  Working 
Capital);    while   the   .second    section    contains   the 
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"  Floating  Assets,"  the  "  Working  Capital,"  and  the 
"  Floating  Liabilities."  Undertakings  which  divide 
their  Balance  Sheet  upon  these  lines  are  said  to  he 
kept  upon  the  "  Double- Account  System." 

If  any  attempt  were  being  made  in  this  work  to 
deal  with  the  subject  of  accounting  upon  an 
historical  basis,  it  would  be  necessary  to  discuss  in 
detail  the  origin  of  the  Double- Account  System,  and 
a  complete  discussion  of  the  matter  would  probably 
reach  to  considerable  lengths.  For  present  purposes, 
however,  such  an  inquir\'  is  hardly  necessary, 
although  perhaps  a  few  words  upon  the  subject  will 
not  be  out  of  place.  The  Double-Account  System 
is  probably  the  creation  of  lawyers,  rather  than  of 
accountants,  and  its  object  would  appear  to  be  to 
direct  special  attention  to  the  importance  of  keeping 
a  strict  account  of  the  expenditure  of  monies 
received  by  the  creation  of  Fixed  Liabilities ;  that 
is  to  say,  from  the  issue  of  Capital  to  Shareholders 
or  Debenture-holders.  The  system  is  applied 
almost  exclusively  to  companies  that  have  been 
incorporated  by  special  Act  of  Parliament  to  work 
public  undertakings — such  as  Railways,  Gas  Com- 
panies, Water  Companies,  Electric  Light  Com- 
panies, and  the  like — in  connection  with  which  it  has 
been  made  an  express  condition  of  authorising  the 
Company  to  raise  capital  that  such  capital  should  be 
expended  in  certain  specified  directions.  The 
Double-Account  System  will  enable  even  those  who 
are  unacquainted  with  scientific  bookkeeping  to 
readily  discern  to  what  extent  monies  received  from 
Shareholders  and  Debenture-holders  have  been 
applied  in  the  acquisition  of  Fixed  Assets,  and  this 
would  appear  to  be  the  principal,  if  not  the  sole, 
reason  for  employing  this  particular  form  of 
accounts.  Another  point  to  be  borne  in  mind  in 
connection  with  this  subject  is  that,  prior  to  the 
introduction  of  electrical  undertakings  in  commerce, 
those    concerns    which    were    required    to    frame 


their  accounts  upon  the  Double-Account  System 
possessed  in  common  the  important  factor  that,  while 
they  were  required  to  carry  on  their  undertaking 
permanently  at  least  as  much  for  the  public  good 
as  for  the  benefit  of  investors,  the  Fixetl  Assets 
which  they  acquired  were  in  the  nature  of  things 
extremely  numerous,  so  numerous  indeed  that  the 
cost  of  from  time  to  time  replacing  them  as  they 
wore  out  would  (roughly  speaking)  automatically 
average  itself  as  a  fairiy  level  charge  against  the 
profits  of  each  successive  year:  consequently — in 
view  of  the  fact  that  such  replacements  of  worn-out 
assets  must  necessarily  take  place,  in  order  to  enable 
the  concern  to  continue  its  business — it  was  con- 
sidered that  it  would  be  a  more  certain  and  sounder 
basis  for  the  accounts,  to  require  such  provision  for 
the  replacement  of  worn-out  Fixed  Assets  to  be  made 
directly  out  of  Revenue,  than  to  charge  Revenue 
with  an  estimated  provision  for  Depreciation  and  to 
allow  successive  replacements  of  assets  to  be 
capitalised  as  and  when  they  were  effected. 

LIMITATIONS  OF  DOUBLE-ACCOUNT  SYSTEM. 

This  idea,  ingenious  as  it  undoubtedly  is,  would 
appear  to  have  emanated  from  a  lawyer  rather  than 
an  accountant.  One  seems  to  trace  in  it  the  well- 
known  affection  of  the  Chancery  Division  for  a 
Cash  Statement,  as  well  as  its  rooted  distrust  of  all 
accounts  framed  upon  any  other  basis;  while  the 
system,  although  approximately  accurate  under  most 
circumstances,  omits  to  provide  for  several  con- 
tingencies that  could  hardly  have  escaped  the 
notice  of  the  trained  accountant.  To  some  extent, 
this  subject  may  be  more  profitably  discussed  under 
the  heading  of  "  Depreciation  and  Reserves,"  which 
i>  fully  dealt  with  in  Chapter  XX.,  but  the  follow- 
ing points  may  be  usefully  mentioned  here:  — 

(i)  Assuming  that  for  a  period  of,  say,  50  years, 
the  total  amount  of  expenditure  necessary  to  keep 
the  Fixed  Assets  of  an  undertaking  in  a  proper  state 


THE    DOUBLE-ACCOUNT    SYSTEM. 


127 


of  working  efficiency  was  ;^5o,ooo,  then  as  a  matter 
of  fact  the  sum  of  ;^  1,000  ought  to  be  charged 
against  each  year's  revenue  in  order  to  arrive  at  the 
true  net  profit  for  that  year,  and  this  remark  applies 
as  much  to  the  first  year  of  the  undertaking's  exist- 
ence as  to  the  fiftieth.  Under  the  Double-Account 
System,  however,  if  only  actual  expenditure  on 
replacements  be  charged  against  Revenue,  it  is  clear 
that  during  the  first  few  years  the  payments  under 
this  heading  will  be  smaller  than  the  average 
expenditure  of  ^^1,000.  Consequently,  if  the 
Double- Account  System  be  strictly  applied  in  its 
entirety,  the  true  Net  Profits  of  the  undertaking 
during  the  first  few  years  of  its  existence  will,  as  a 
matter  of  course,  be  over-stated.  This  defect  is  in 
practice  generally  obviated  by  debiting  to  Revenue, 
not  the  actual  expenditure  incurred,  but  an  estimated 
annual  expenditure:  for  example,  taking  the  case 
already  cited,  if  the  proper  annual  charge  for 
renewals  be  estimated  at  ;^i,ooo,  but  the  actual 
expenditure  during  the  first  year  were  only  ;^4oo, 
then,  instead  of  debiting  Revenue  Account  with  but 
;^40o  f(jr  renewals,  Revenue  Account  would  be 
debitetl  with  ^1,000  and  a  "  Provision  for  Renewals 
Account  "  credited  with  the  corresponding  sum.  The 
Provision  for  Renewals  Account  would  be  debited 
with  the  actual  expenditure  incurred  {j£4oo),  and 
the  credit  balance  of  ;^6oo  would  be  brought 
forward  int(j  the  Balance  Sheet  taken  out  at  the  end 
of  the  first  year  as  a  Floating  Liability.  By  this 
means  the  over-stating  of  Net  Profits  may  be 
avoided,  while  still  retaining  the  form  of  the  Double- 
Account  System.  It  will  be  seen,  however,  that  the 
principle  of  the  Double- Account  System  is  no  longer 
retained  in  its  entirety. 

(2)  If  the  Double- Account  System  be  rigidly 
adhered  to,  the  aggregate  amount  of  Capital 
Expenditure  can  only  be  altered  as  actual  extensions 
of  the  original  work  are  undertaken.     The  cost  of 


replacement  of  Fixed  Assets  will  be  in  all  cases 
charged  against  Revenue,  no  matter  whether  such 
replacements  cost  more  or  less  than  the  original 
expenditure  under  the  same  heading.  From  which- 
ever point  of  view  the  matter  be  regarded,  this  seems 
hardly  reasonable.  The  Single  Account  System — 
i.c.^  the  ordinar}'  commercial  system  of  accounting — 
charges  the  cost  of  assets  against  Revenue  during 
the  i>eriod  that  such  assets  are  of  use  to  the  under- 
taking, the  annual  charge  being  so  framed  that  by 
the  time  these  assets  are  useless  the  whole  of  their 
cost  has  been  written  off,  leaving  the  undertaking 
free  to  purchase,  out  of  Capital,  further  new  assets 
to  take  their  place.  If  the  new  assets  cost  more 
than  the  old  ones  that  have  now  been  worn  out,  the 
-result  of  this  operation  will  be  that  the  actual  Capital 
Expenditure  will  be  increased  pro  tanto ;  while  per 
contra  if  the  cost  of  such  assets  has  been  reduced, 
the  aggregate  capital  expyenditure  would  be  lessened 
to  a  corresponding  extent.  This  is  as  it  should  be, 
for  it  makes  the  charges  against  Revenue  for  Depre- 
ciation of  Fixed  Assets  dependent  upon  the  actual 
cost  of  the  Fixed  Assets  that  are  then  in  existence. 
With  the  Double-Account  System,  on  the  contrary, 
if,  for  example,  a  gas-main  has  become  worn-out  and 
has  to  be  replaced,  the  cost  of  such  replacement  is 
charged  against  Revenue.  If  the  cost  of  making  and 
laying  mains  has  increased  since  the  Company  was 
formed,  the  result  will  be  that  the  Capital  Expendi- 
ture of  the  Company  stands  at  a  lower  figure  than 
the  actual  expenditure  incurred  in  Fixed  Assets  then 
in  existence,  with  the  result  that  an  unfair  charge 
has  been  made  against  Revenue  Account ;  if,  on  the 
other  hand,  the  cost  of  materials  and  labour  has 
decreased  since  the  Company  first  came  into  exist- 
ence, the  result  will  be  that  the  whole  cost  of  the 
original  assets  that  are  now  worn  out  has  not  been 
made  good  out  of  Revenue  by  the  time  they  have 
been  removed  and  replaced  by  others  of  equal 
utility,   and   under   these   circumstances,  of  course, 
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Revenue  Account   is   favoured    at   the    expense  of 
Capital  Account.     The  cfTect  of  this  rij^id  adherence 
to  the    Double-Account     System    is    to  discourage 
replacements   and   renewals   in   localities  uhcn-  the 
cost  has  risen,  and  to  somewhat  unduly  encouraj^e 
them  in  localities  where  the  cost  has  fallen.     And 
although,  in  point  of  fact,  instances  of  a  I'ixed  Asset 
being    replaced   by    another  of   an    exactly    similar 
description    are   perhaps  rare,    the    same   principles 
will,  of  course,  apply  where  enlargements  are  con- 
templated,   as  only  that    portion  of   the    new   work 
which    represents  an    improvement    in    tlic    working 
efficiency  or  capacity  of  the  oM  work  can,  under  the 
Double- Account     System,    be    treated     as    Capital 
Expenditure.      In    practice,    business  men    have   to 
some  extent  reduced  matters  to  a  reasonable  level 
by  (leparting  from  the  strict  letter  of  the  Double- 
Account  System.     For  example,  in  Australia — where 
the  cost  of  engineering  work  is  at  the  pn  sent  time 
considerably  less  than  it  was  when  railways  were  first 
started  on  that  continent — the  usual   practice  is  to 
gradually  write  down  the  actual  expenditure  as  the 
high-i)riced    old    assets    become    worn-out    and    are 
replaced  by  lower  costing  assets  of  equal  efficiency  ; 
while  in  this  country-,  where  the  cost  of  engineering 
work  shows  a  tendency  to  continually  increase,  the 
initial  Capital   Expenditure  is  indirectly  written   up 
as  the  Fixed  Assets  are  renewed  by  charging  Capital 
with  more   than   its   strictly  fair  proportion  of   the 
aggregate  cost  when  renewals  and  enlargements  take 
place  simultaneously. 

(3)  Terhaps  the  weakest  feature  of  the  Double- 
Account  System  as  a  whole  is  that,  while  it  provides 
for  all  necessary  renewals  being  made  good  out  of 
Revenue,  a  provision  which  (as  has  already  been 
exi>lained)  to  a  large  extent  obviates  the  necessity 
of  providing  for  Depreciation,  it  <imils  to  take  into 
account  what  may  be  styled  as  expenditure  upon 
abandoned  objects.  Under  any  sound  business 
system  of  accounting  l''ixed  Assets  that  have  become 


useless  for  the  purposes  of  the  business,  or  which 
are  no  longer  used  for  its  purposes,  should  in  all 
cnses  be  written  down  to  the  actual  realisable  value, 
and   the   amount    that   has   to   be   then   written   ofT 
would   be    charged    against   Revenue.      Under    the 
Double- Account  System,  however,  nothing  has  to  be 
charged    against    Revenue    until    a    renewal    of   the 
original  assets  takes  place.     If  the  assets  are  being 
continually  used,  such  renewal  cannot,  of  course,  lie 
verv  considerably  delayed  beyond  the  proper  time; 
but  if  the  assets  have  altogether  fallen  out  of  use, 
expondilure  ujvin  their  renewal  may  be  indefinitely 
pDstponed,    an<l    thus    in    fact    losses    which    have 
actually    occurred     will    not    be    charged    against 
Revenue.     For  example,  if  a  siding,  or  a  station,  be 
abandoned,     it     will,     under    the    Double- Account 
System,  .still  enter  into  the  total  of  Capital  Expendi- 
ture, even  although  it  may  be  possessed  of  no  value, 
either  intrinsic  or  as  a  means  of  earning  revenue ; 
while,  disregarding  such  extreme  cases,  the  actual 
amount  to  be  charged  against  the  profits  of  any  one 
ye:\r  for  renewals  may  be  easily  modified  to  a  large 
extent  by  deferring  exj)enditure  which  is  reaJlyneces- 
sarv  to  make  good   a  shrinkage  in  value  that  has 
actually  taken  ])lace.     To  some  extent  this  risk  is 
obviated  bv  the  fact  that  the  Fixed  Assets  of  such 
undertakings  must  be  kei)t  in  a  reasonable  state  of 
efficiency  to  enable  them  to  carry  on  their  work  with- 
t)ut  accident,  and  to  some  extent  also  the  certificates 
required  from  the  permanent  officials  of  the  Com- 
pany, that  the  assets  of  their  respective  departments 
are  in  proper  working  order,  may  also  be  regarded 
as  a  safeguard ;  but  there  is  a  considerable  margin 
of   difference  between  such   «leterioration   as  makes 
the  continued  working  of  an  asset  dangerous,  and 
such  deterioration  as  may  ha\  e  a  marke<l  effect  u[>on 
its  true  value,   while  the   certificates  of   jjermanent 
officials   (being,   in   the   nature   of  things,    but   the 
expression  of  an  individual  opinion)  also  leave  room 
for  a  certain  amount  of  latitude. 
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APPLICABILITY   OF    DOUBLE-ACCOUNT 
SYSTEM. 

It    has   already   been    stated    that    the   Double- 
Account  System  has  been  prescribed  by  Parliament 
as  being  applicable   to    the    accounts   of    certain 
specific  undertakings.     Its  use  in  practice  is,  how- 
ever, by  no  means  necessarily  confined  to  these.   All 
undertakings  working  upon  similar  lines  may,  with 
equal    convenience,    employ     the     Double-Account 
System ;  and  so  long  as  its  rules  be  interpreted  with 
a  reasonable  amount  of  intelligence  and  latitude  in 
cases   where    a    .strict    application    would    unfairly 
favour  either  Capital  or  Revenue,  the  system  may 
be  well  applied,  not  merely  to  the  accounts  of  Rail- 
way, Gas,  Water,  and  Electric  Light  Companies,  but 
also  to  Tramway,  Canal,  Shipping,  Telephone,  and 
Mining  Companies,  and  to  Companies  owning  pro- 
perty from  the  letting  of  which  they  derive  a  regular 
income.     The    system    is,   however,    unsuitable    to 
undertakings  which  from  time  to  time  sell  a  portion 
of  their  Fixed  Assets  (or  those  assets  which  under 


ordinary  circumstances  would  be  regarded  as 
"  fixed  "),  as,  for  example,  a  Land  Development  Com- 
pany, which  after  spending  money  upon  the  acquisi- 
tion of  land  and  upon  draining  and  road-making, 
disposes  of  it  in  plots  for  buildinj;  purposes. 

Speaking  generally,  it  is,  as  has  already  been 
stated,  a  distinctive  feature  of  the  Double- Account 
System  that  it  does  not  provide  directly  for  the 
Depreciation  of  Fixed  Assets.  There  is,  however, 
no  difficulty  in  employing  the  Double- Account  form 
while  yet  writing  down  Fixed  Assets  to  provide  for 
Depreciation  ;  but  under  such  circumstances  it  is  not 
obvious  what  advantages  remain,  as  perhaps  the 
solitaryadvantageofemploying  the  Double- Account 
System  at  all  is  that  it  shows  clearly  the  actual  Capital 
Expenditure  that  has  been  incurred  upon  Fixed 
Assets  from  time  to  time,  regarding  such  figure  of 
cost  as  being  a  more  useful  item  of  information  than 
any  hypothetical  valuation  of  assets  which  have  not 
been  realised,  and  which  it  is  not  intended  to  realise 
in  the  ordinary'  course  of  business  operations. 
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IT  is  not   proposed   to  deal   exhaustively   in   this 
work  with  the  law  relating  to  Income  Tax.    The 
subject    is    one    that     could     only    be    discussed 
adequately  at  a  far  greater  length  than  is  here  avail- 
able, and  it  may  be  added  that  it  would  be  incon- 
sistent  to  discuss   the    law    of   Income    Tax    fully 
without  according  the  same  treatment  to  many  other 
branches  of  law  which  affect  accounts  more  or  less 
directly.    The  present  moment  would,  moreover,  be 
a  particularly  inopportune  one  for  the  purpose  of 
considering  Income  Tax  law  in  detail,  inasmuch  as 
a     Parliamentary     Committee    has    recently    been 
appointed  to  inquire  into  the  whole  matter  with  a 
view  to  further   legislation.      It   is   therefore   only 
reasonable  to  suppose  that  considerable  alterations 
will  be  effected  in  the  near  future.     Be  that  as  it 
mav,  however,  the  law  determining  the  method  of 
making  assessments  for  Income  Tax  is  outside  the 
scope    of   the  present  work:    it    is    proposed    here 
merely  to  deal  with  those  portions  of  the  subject 
that  directly  affect  the  accounts,  as  such. 

Broadly  speaking.  Income  Tax  is  a  charge  against 
business  profits,  but  one  that  is  (as  a  rule)  not  based 
directly  upon  the  amount  of  such  profits.  Generally, 
the  tax  is  paid  directly  to  the  official  collector ;  but 
inasmuch  as  the  rule  obtains  of  taxing  all  income, 
as  far  as  possible,  at  its  source,  the  tax  is  sometimes 
paid  by  those  from  whom  the  profits  have  been 
received,  in  which  case  they  have  the  right  to 
deduct  it  from  the  profits  paid  over  by  them.  The 
most  common  examples  of  Income  Tax  so  paid 
indirectly  occur  in  connection  with  the  payment  of 


rent,  interest,  and  dividends.  The  tax  is  in  such  cases 
calculated  on  the  exact  amount  paid,  usually  at  the 
rate  current  during  the  period  in  which  the  income 
was  earned,  subject,  however,  to  the  proviso  that 
the  person  making  the  de<luction  has  never  the 
right  to  deduct  Income  Tax  which  he  has  not 
actually  paid  to  the  official  collectors,  and  subject 
to  the  further  proviso  that  the  amount  actually 
deducted  as  tax  must  not  exceed  the  current  rate 
upon  the  amount  payable. 

For  example,    a   tenant   who    pays    rent    to   his 
superior  landlord  is  frequently  called  upon  to  pay 
Income  Tax    assessed    under    Schedule    "A"  (or 
"  Property  Tax,"  as  it  is  commonly  called) :    from 
the  next  subsequent  payment  of  rent  to  the  superior 
landlord  it  is  competent  for  him  to  deduct  the  tax 
so  paid  by  him,  provided  that  the  assessment  under 
Schedule  "  A  "  does  not  exceed  the  amount  of  rent 
actually    payable.      If,    however,    the    assessment 
exceeds  the  rent,    tax   on    the   rent    only   may  be 
deducted.    Thus,  if  the  rent  actually  paid  be  at  the 
rate  of  ;^ioo  per  annum,   and  the  assessment  be 
upon   £S^  6s.    8d.    (jQioo  less    ^th    allowed   for 
repairs,  &c.),  the  whole  tax  so  paid  may  be  deducted 
from  the  next  payment  of  rent.     If,  however,  the 
assessment  be  for  less  than  ^^83  6s.  8d.,  the  amount 
of  tax  actually  paid  can  alone  be  deducted,  as  the 
tenant  is  not  entitled  to  make  any  profit  out  of  the 
Income  Tax  ;  if,  on  the  other  hand,  the  assessment 
be  for  more  than   ;^83   6s.   8d.,   only  the  tax   on 
;^83  6s.  8d.  may  be  deducted  from  the  rent  paid  to 
the  landlord,  and  the  balance  of  such  tax  must  be 
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borne  by  the  tenant.  This,  on  reflection,  will  be 
found  to  be  perfectly  reasonable,  as,  if  the  assess- 
ment be  higher  than  the  rent,  the  presumption  is 
that  the  rent  is  less  than  the  true  annual  value  of  the 
premises,  and  therefore  that  the  tenant  has  himself 
a  beneficial  interest  in  the  premises. 

Tax  may  be  deducted  from  annual  interest,  or  any 
other  similar  payment,  by  the  person  making  such 
payment,  and  will  in  all  cases  be  at  the  rate  current 
during  the  time  that  the  payments  accrued  due.  If 
there  has  been  an  alteration  in  the  rate  of  tax 
during  that  period,  a  corresponding  apportionment 
must  be  made.  The  same  remarks  apply  to  divi- 
dends, save  that  the  dividends  paid  by  certain 
classes  of  undertakings  are  required  to  bear  deduc- 
tion for  Income  Tax  at  the  rate  current  when  the 
dividend  is  actually  paid.  All  sums  so  deducted 
for  Income  Tax  must  be  duly  accounted  for  by  the 
party  making  the  deduction  to  the  Inland  Revenue 
authorities,  except  when  such  payments  are  made 
out  of  profits  which  have  already  been  fully 
assessed.  Thus,  if  a  Company  has  been  fully 
assessed  on  its  profits  under  Schedule  "  D,"  it  is 
under  no  obligation  to  account  to  the  Inland 
Revenue,  in  addition,  for  tax  deducted  from  interest 
on  debentures,  dividends  on  shares,  &c.,  because  tht 
profits  out  of  which  such  payments  have  been  made 
are  included  in  the  Company's  assessment  under 
Schedule  "  D." 

Leaving  upon  one  side  such  items  as  those 
already  alluded  to,  on  which  Income  Tax  is  paid  by 
the  recipient  of  the  income  indirectly,  the  amount 
actually  payable  in  respect  of  Income  Tax  under 
Schedule  "D"  will  never  exactly  agree  with  the 
actual  profits  earned,  partly  because  certain  proper 
charges  against  profits  are  not  allowed  by  the 
Income  Tax  authorities  as  deductions  from  income, 
and  partly  because  certain  deductions  and  abate- 
ments are  allowed  by  the  Income  Tax  authorities 


which  are  not  trade  expenses,  but  perhaps  chiefly 
because  the  assessment  under  Schedule  "  D "  will 
not  be  on  the  profits  of  any  single  year  but  upon  the 
average  profits  for  the  last  three  completed  years — 
or,  in  the  case  of  a  new  business,  on  the  average 
profits  since  such  business  was  commenced.  It 
should  further  be  borne  in  mind  that  the  Govern- 
ment year  closes  on  the  5th  April,  and  that  Income 
Tax  is  usually  demanded,  and  paid,  during  the 
month  of  January.  An  undertaking,  therefore, 
which  closes  its  books  in  the  latter  part  of  the 
calendar  year  will  usually  at  the  date  of  its  Balance 
Sheet  have  a  liability  in  respect  of  Income  Tax 
accruing  due ;  while  an  undertaking  which  closes 
its  books  in  the  first  three  months  of  the  year  will 
usually  have  paid  Income  Tax  up  to  the  subsequent 
5th  of  April,  and  therefore  in  advance.  This  is  a 
matter  that  should  always  be  borne  in  mind  when 
calculating  the  outstanding  liabilities  and  payments 
made  in  advance  for  Balance  Sheet  purposes. 

Unless  the  question  of  Income  Tax  be  carefully  con- 
sidered, there  is  often  a  danger  of  the  first  half-year's, 
or  year's,  profits  of  a  new  undertaking  being  over- 
stated by  omitting  to  take  into  account  the  accruing 
liability  in  respect  of  Income  Tax.  It  is  thought 
that  the  best  plan  is  to  debit  Income  Tax  Account 
as  a  matter  of  course  with  tax  at  the  current  rate 
on  the  profits  earned  during  that  period  which  are 
liable  for  taxation,  the  amount  so  charged  being 
credited  to  an  "Income  Tax  Suspense  Account." 
This  latter  account  should  be  debited  with  all 
Income  Tax  paid,  and  at  each  successive  Balance 
Sheet  the  balance  on  the  Suspense  Account  may  be 
adjusted  if  necessary. 

In  the  case  of  Limited  Companies,  a  very  consider- 
able portion  of  the  tax  actually  paid  will  be  recovered 
from  debenture-holders  and  preference  shareholders, 
and  perhaps  also  from  holders  of  ordinary  shares. 
In  such  cases  it  is  clear  that  the  Company  itself  will 
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only  have  to  actually  bear  the  Income  Tax  on  those 
profits  which  remain  undivided,  and  on  such  sums 
as  may  represent  the  difference  between  the  amount 
of  the  assessment  and  the  true  profits  for  the  period. 
The  amount  to  be  actually  debited  to  Profit  and 
Loss  Account  should  be  reduced  accordingly.  It 
is  desirable,  however,  if  the  exact  charge  cannot  be 
determined  in  advance,  to  debit  the  first  Profit  and 


Loss  Account  with  a  sufficient  sum,  so  that  there 
may  be  a  slight  reserve  in  hand.  This  is  important, 
in  that  it  will  generally  be  found,  as  time  goes  on, 
that  tax  has  to  be  paid  on  a  sum  considerably  in 
excess  of  the  true  profits.  The  following  problem 
will,  it  is  thought,  clearly  explain  the  working  of  all 
the  points  already  referred  to  : —  . 


V 


PROBLEM.— A  Limited  Company  commenced  business  on  ist  July  1895.    It  balanced  its  lx)oks  annually 

and  the  following  are  the  results  shown : — 


1895-6 
1896-7 
1897-8 
1898.9 


Balance  of 
Profit  and  Loss 
Account 


;f3»8oo 
5,600 
4,600 
2,800 


Deductions 

not  allowed 

for  Income 

Tax  puriHJses 

;f600 
700 
700 
600 


Income 
Tax  paid 
by  Company 


ICO 

175 

»75 


Dividends 
declared  (from 

which  Tax 
was  deducted) 

;f  3.000 

5,000 

5,000 

3,000 


Show  the  net  amount  to  be  charged  against  each  year's  profits  for  Income  Tax,  and  the 
Income  Tax  Suspense  Account  for  the  four  years. 
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INCOME    TAX     SUSPENSE    ACCOUNT. 


Cr. 


1896 

Jan.      I 
une   30 


1897 

Jan.      I 
une   30 


To  Cash 
,    Balance 


To  Cash 
.    Balance 


£    «    d 

100    o    o 

46  13    4 


£146  13    4 


100    o    o 
156  13    4 


£236  13    4 


1898 

Jan.      I 
une  30 


1899 

Ian.      I 
ane  30 


iSofi 
June  30  !  By  Income  Tax  Account   (8d.  in  the    £   on 

£4.4a>) 


1896 
JoIy      I 

»897 
June  30 


To  Cash 
«    Balance 


173    o    o 
138    6    8 


£333    6    8 


To  Cash 
.    Balance 


By  Balance 

,  Income  Tax    Account   {M.  in   the   £  on 
£6.300) 


1897 
July      1  I  By  Balance 

1808 
June  30  j    ,    Income   Tax    Account  (8d.   in   the   £  on 
£5.300) 


175    o    o 
96  »3    4 


£271  »3    4 


i8g8 
July      I 

1899 
June  30 


1,899 

July    » 


£    »  d 

146  13    4 


£146  13    4 


46  13    4 


110    o    o 


£256  '3    4 


136  13    4 
176  13    4 


£333    6    8 


By  Balance 

,  Income  Tax    Account  (8d.  in    the    £   on 
£3400) 


By  Balance 


1)8    6    8 
113    6    8 


£271  13    4 


96  »3    4 


INCOME    TAX. 
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INCOME    TAX    ACCOUNT. 


Cr. 


1896 

June  30 

To  Income  Tax  Suspense  Account 
To  Income  Tax  Suspense  Account 
To  Income  Tax  Suspense  Account 
To  Income  Tax  Susfiense  Account 

.& 

s 
»3 

d 

1 

1896 
June  30 

• 

£146 

13 

4 

1897 
June  30 

210 

0 

0 

1897 
June  30 

• 

£210 

0 

0 

1898 
June   30 

176 

13 

*    1 

1898 
June  30 

* 

£176 

13 

4 

1899 
June  3u 

"3 

6 

8 

1899 
June  30 

£"3 

6 

8    1 

Profit  and  Loss  Account 


Profit  and  Loss  Account 


By  Dividend  Account 
.   Profit  and  Loss  Account 


By  Dividend  Account 
,   Profit  and  Loss  Account 


£    s 

100  0 

46  13 

d 
0 

4 

£146  13 

4 

166  13 

43    6 

4 
8 

£210    0 

0 

166  13 
10    0 

4 
0 

£176  13 

4 

100    0 
13    6 

0 
8 

£113    6 

8 

NOTE. — The  balance  to  credit  0/  Income  Tax  Suspense  Account  on  the  yitk  June  in  each  year  represents  (sl)  the 
liability  for  Tax  accruing  since  ^th  April  previous;  (b)  provision  to  compensate  for  the  fact  that  the  assessment  is  on 
the  three  years'  average. 


RETURNS    FOR   INCOME   TAX. 

The  preparation  of  accounts  for  submission  to  the 
Inland  Revenue  authorities  comes  properly  under 
the  heading  of  accounting,  and  must  therefore  be 
dealt  with  in  the  present  work,  in  spite  of  the  fact 
that  the  basis  of  such  assessments  will  in  all  pro- 
bability be  altered  in  the  near  future.  Such  accounts 
are  chiefly  required  in  connection  with  assessments 
under  Schedule  "  D,"  to  which,  therefore,  our  com- 
ments may  be  confined.  The  basis  of  such  assess- 
ments is  (as  has  already  been  stated)  the  profits  of 
the  last  three  completed  years.  Returns  are 
ordinarily  required  about  June.  If,  therefore,  the 
usual  i)eriod  of  balancing  be,  say,  the  30th  June, 
the  assessment  for  the  year  ended  5th  April  1904 
will  be  on  the  average  profits  for  the  three  years 
ended  30th  June  1903.  If,  however,  the  accounts 
are  generally  balanced  at  the  end  of  December,  the 
basis  would  be  the  accounts  for  the  three  years 
ended  31st  December  1902.  Occasionally  an 
undertaking  will,  for  one  reason  or  another,  alter 
the  date  of  its  periodical  accounts ;  for  example,  a 
concern  which  up  to  the  31st  December  1901  had 
regularly  closed  its  books  at  the  end  of  the  calendar 
year,  might  again  take  out  a  Balance  Sheet  on  the 


30th  June  1902,  and  thereafter  balance  its  books 
regularly  at  the  end  of  June.  In  such  a  case,  the 
proper  basis  for  the  assessment  for  the  year  1903-4 
would  be  the  three  and  a-half  years  ended  30th 
June  1903. 

It  is  the  duty  of  every  business  concern  to  pre- 
pare, in  or  about  the  month  of  June,  a  return  for 
Income  Tax  purposes,  and,  if  the  return  be  accepted, 
the  assessment  will  be  upon  the  basis  of  such  return. 
No  accounts  are  required  to  accompany  the  return ; 
but  inasmuch  as  the  person  making  it  has  to  at  the 
same  time  make  a  statutory  declaration  as  to  its 
truth,  it  is  clear  that  (if  called  upon)  he  should  be 
in  a  jKJsition  to  substantiate  his  figures.  Under  no 
circumstances  should  a  return  be  based  upon 
estimates.  If  no  proper  accounts  have  been  pre- 
pared in  the  past,  and  it  is  now  impossible  to  com- 
pile them,  no  return  should  be  made.  There  is  no 
statutory  provision  compelling  persons  to  make  a 
return  of  their  income  for  purposes  of  taxation; 
but  if  no  such  return  be  made  (or  if  the  Commis- 
sioners do  not  accept  the  return)  they  will  make 
such  an  assessment  as  they  may  think  fit,  and  unless 
the  party  assessed  gives  due  notice  of  appeal,  the 
assessment  cannot  be  set  aside.    In  such  a  case,  the 
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tax  due  under  the  assessment  must  be  paid  during 
the  first  three  months  of  the  ensuing  calendar  year ; 
but  immediately  after  the  5th  April  following,  the 
party  may  claim  to  have  refunded  to  him  the 
amount  of  tax  overpaid,  if  he  can  satisfy  the 
authorities  that  the  amount  actually  paid  by  him  is 
in  excess  of  the  amount  upon  which  he  was  legally 
liable. 

If  notice  of  an  appeal  be  given,  the  party  ; 
assessed  must  attend  before  the  Commissioners  at 
the  appointed  time  for  the  purpose  of  supporting 
his  appeal.  He  cannot  be  compelled  to  produce 
either  books  or  accounts  upon  such  an  occasion,  but 
unless  he  produces  proper  accounts  (and,  if  called 
upon  so  to  do,  the  books  from  which  they  were  com- 
piled) his  appeal  is  not  likely  to  be  granted.  It  is 
usual  for  the  evidence  that  will  be  submitted  to  the 
Commissioners  to  be  first  submitted  to  the  Sur\eyor, 
and  such  a  course  facilitates  matters  from  both 
points  of  view,  as  it  may  remove  all  necessity  for 
the  appellant  to  appear  before  the  Commissioners. 
It  is  desirable  that  the  Surveyor  should  be  con- 
sulted as  to  the  form  which  he  wishes  the  accounts 
to  take.    Most  Surveyors  prefer  to  have  submitted 

EXAMPLE: 


to  them  copies  of  the  last  three  years'  Profit  and 
Loss  Accounts  exactly  as  they  have  been  compiled 
for  the  purposes  of  the  business,  along  with  three 
supplementary  accounts,  adding  to  the  net  profit 
shown  by  the  previous  ones  those  items  which  are 
not  allowed  as  deductions  for  Income  Tax  purposes, 
and  deducting  those  items  upon  which  tax  has 
already  been  paid,  thus  arriving  at  a  corrected 
figure.  Some  Surveyors,  on  the  other  hand,  prefer 
to  have  placed  before  them,  in  the  form  of  a  simple 
Profit  and  Loss  Account,  a  statement  showing  on 
the  one  hand  all  sources  of  taxable  income,  and 
upon  the  other  all  deductions  that  may  be  properly 
made  therefrom,  in  order  to  arrive  at  the  profits 
assessable.  The  ultimate  result  is,  of  course,  the 
same  in  every  case,  but  it  is  desirable  to  prepare 
the  accounts  in  the  form  preferred  by  each  indi- 
vidual Surveyor.  The  following  examples  will  show 
clearly  how  both  forms  should  be  prepared.  Only 
one  year's  figures  are  given  here.  In  practice,  it 
is  convenient  to  place  the  three  years'  figures  in 
separate  columns  upon  the  same  sheet,  as  this  not 
only  saves  time,  but  also  enables  the  figures  to  be 
more  readily  compared. 


(A). 


Dr. 


PROFIT    AND    LOSS    ACCOUNT,  for  the  Year  endol  31st  December  1902. 


To  Rent  

,  Rates,  Taxes,  and  Insurance 

,  Bank  Interest  and  Charges 

,  Depreciation        

m  Interest  on  Mortgage  . .  

m  Income  Tax        

,  Interest  on  Capital       215 

«  Balance,  beinu  Net  I'rolit 3.000 


£ 

120 

55 

«o 
120 

80 

100 


d 

o 
o 

o 
o 
o 
o 
0 
o 


By  Gross  Profit         

•    Discounts  \ 

m    Dividends  from  Public  Couipaaies 


{.  3.770    o 


To    Dividends    from    Public    Companies    (already    taxed 
at  source)        

a    Annual    Value  of  Premises  used  solely    for  business 
purposes  

g    Profits  Assessable  for  Income   Tax    (subject    to    such 
allowance  as  the  Surveyor  may,   in  his  discretion,  , 
make  for  wear  and  tear  of  Plant  and  Machinery) . 


By  Net  Profit,  as  above 
.    Rent 

,    Depreciation 
m    Interest  on  Mortgage 
•    Income  Tax 
«    Interest  on  Capital 


Cr. 


£  s  d 

3,500  o  o 

150  o  o 

120  O  O 


£3.770    O    o 


3,000 

I30 

I20 

80 

loo 

215 


I  £3.635    o   o 


^fcja^iaMaig— 
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(B). 


STATEMENT  OF  PROFITS  FOR  ASSESSMENT  FOR  INCOME  TAX,  for  the  Year  ended 
Dr.  31st  December  1902. 


To  Annual  Value  of  Premises  used  solely  for  business 
purposes  

m    Kates,  Taxes,  and  Insurance  

„    Hank  Interest  and  Charges 

,  Balance,  being  Prohts  Asse<sable  (subject  to  allowance 
for  wear  and  tear,  as  in  "  Example  A  ") 


C     s    d 


225      O 

55    o 
80    o 


3,290    o    o 


£  3,650    o    o 


By  Gross  Profit 
,,    Discounts 


Cr. 


£     s   d 

3,503    o    o 
150    o    o 


£3,650    o    o 


REPAYMENTS   OF   TAX. 

Applications  for  repayment  of  tax  overpaid  will 

arise  not  merely  when  there  has  been  an  unexpected 
falling  off  in  profits,  but  also  when  {inter  alia), 
through  an  oversight,  the  applicant  has  omitted  to 
claim  deduction  for  life  insurance  premiums,  or  an 
abatement  on  the  ground  that  his  income  from  all 
sources  amounts  to  less  than  ;^7oo  per  annum.  It 
need  hardly  be  stated  that  it  is  always  desirable  that 
these  deductions  should  be  made  upon  the  return 
where  possible.  If,  however,  the  life  insurance 
I)olicy  has  been  taken  out  since  the  return  was  made, 
an  application  for  repayment  is  clearly  the  only 
remedy  open  to  the  taxpayer.  The  application  is 
considered  in  due  course  by  the  Surveyor,  who  will 
call  for  such  evidence  in  support  of  the  facts  therein 
stated  as  he  may  consider  propel ;  and,  if  the  claim 
be  allowed,  the  applicant  will  in  due  course  receive 
a  money  order  for  the  amount  of  tax  overpaid  direct 
from  the  Inland  Revenue  authorities  at  Somerset 
House.  Accompanying  the  money  order  will  be  a 
form  to  be  used  by  him  for  any  similar  application 
he  may  have  to  make  at  the  close  of  the  next  year, 
such  subsequent  application  having  to  be  made 
direct  to  Somerset  House.  This  practice  is 
especially  convenient  to  those  who  receive  all,  oi 
the  bulk  of,  their  income  from  various  sources  with 
the  Income  Tax  deducted,  as  it  is  then  only  by 
application   for   repayment  that   they  are  able   to 


obtain  the  benefit  of  deductions  for  life  assurance, 
or  of  such  abatements  as  they  may  be  entitled  to  in 
the  case  of  small  incomes. 

It  has  already  been  stated  that  Income  Tax  is 
assessed  in  advance,  and  (frequently)  also  paid  some- 
what in  advance.  If,  at  the  end  of  the  current  year, 
it  be  found  that  the  amount  upon  which  tax  has 

been  paid  exceeds  the  assessable  profits  for  the 
past  three  years,  including  the  year  of  assessment,  the 

difference,  or  overcharge,  may  be  recovered  on 
application  to  the  proper  authorities.  In  the  case 
of  a  declining  business,  therefore,  a  corrected  return 
should  always  be  prepared  upon  these  lines,  with  a 
view  to  ascertaining  whether  it  is  not  possible  to 
obtain  repayment  of  tax  overpaid.  Thus,  in  the 
case  of  a  concern  which  for  the  year  1903-4  paid 
Income  Tax  on  the  average  profits  for  the  three 
yeais  ended  30th  September  1902,  if  on  the  prepara- 
tion of  the  accounts  for  the  year  ended  30th 
September  1903  it  should  be  found  that  there  has 
been  a  loss,  or  that  the  average  profits  for  the  three 
years  ended  30th  September  1903  are  less  than  the 
amount  upon  which  tax  was  paid  for  the  year  ended 
5th  April  1904,  then  application  must  be  made  for 
the  repayment  of  the  excess.  The  actual  working 
of  this  principle  (which  is  comprised  in  Section  133 
of  the  Income  Tax  Act,  1842)  is  clearly  shown  in 
the  following 
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PROBLEM. —  In  the  month  of  June  1902  A.  B.  &  Co.  made  a  return  of  profit  for  Income  Tax  Assessment 

under  Schedule  D,  for  the  year  ending  5th  April  1903.  The  amount  was  ;C9,ooo,  being  the 
average  of  the  three  years  ended  31st  December  igoi,  namely: — 1899,  jC9,ooo;  1900, 
;f  10,000;  and  1901,  ;{"8,ooo.  The  assessment  was  duly  made,  and  the  tax  on  ;f  9,000  paid  in 
January  1903.  Some  months  later,  when  the  accounts  for  the  year  1902  were  made  up,  the 
taxable  profit  for  that  year  was  ascertained  to  be  /'6,90o.  State  what  adjustment  and 
relief  A.  B.  &  Co.  are  entitled  to,  and  how  such  relief  is  to  be  obtained ;  also  state  what 
difference  it  would  have  made  in  the  amount  of  the  relief  if  the  profits  of  the  three  years 
ended  31st  December  1901  had  been:  for  1899,  ;^i3,8oo;  1900,  £6,zoo;  1901,  ^'7,000. 

Under  Section  133  of  the  Income  Tax  Act,  1842,  on  A.  B.  &  Co.'s  proving  to  the  satisfaction  of  the  Commissioners  by  whom  the 
assessment  was  made  that  their  profits  and  gains  for  .1902  were  as  stated,  the  Commissioners  wonld  have  it  in  their  power  to  cause 
the  assessment  to  be  amended,  and  to  certify  under  their  hands  to  the  Commissioners  for  Special  Purposes  at  the  chief  office  of 
Inland  Revenue  in  Kngiand  the  amount  of  the  sum  overpaid  upon  such  first  assessment.  Such  last-mentioned  Commissioners 
would  then  issue  an  order,  directed  to  the  Receiver- General  of  Stamps  and  Taxes,  or  to  an  officer  for  the  receipt  and  collection  of 
the  duties  granted  under  the  Income  Tax  Act  of  1842,  or  to  a  distributor  or  a  lub-diitributor  of  stamps,  for  the  repayment  of  the  sum 
overpaid. 

• 

On  the  production  of  such  order  the  sum  overpaid  would  be  repaid,  and  a  receipt  therefor  endorsed  by  A.  B.  &  Co.  on  the  order 

In  ascertaining  the  amount  to  be  refunded,  attention  must  be  paid  to  the  6th  Section  of  28  &  so  Vict,  c.  30,  which  provides  no 
reduction  or  repayment  is  to  be  made  unless  the  profits  of  the  year  of  assessment  are  proved  to  be  less  than  the  profits  for  one  year 
on  the  average  of  the  last  three  years,  including  the  said  year  of  assessment ;  nor  shall  any  such  relief  extend  to  any  greater 
amount  than  the  difference  between  the  sum  on  which  the  assessment  has  been  made,  and  such  average  profits  for  one  year  ai 
aforesaid. 

Now,  in  the  first  case,  the  average  profits  for  one  year  on  the  average  of  the  last  three  years,  including  the  year  of  assessment, 
would  be  /S,3oo,  and  the  difference  between  it  and  the  sum  of  £g,<xx>  (on  which  the  assessment  has  been  made)  should  be  /700. 


Thus  :— 


Tax  paid  in  January  1903  (/q.ooq  e.'  1/3) 
Average  Profits — 


£5^2  10    o 


upo 

£10  CXXJ 

HJOI 

8.000 

IIJ02 

6goo 

i^24,90o 

Average,  £^,yQo. 

Tax  on  i;s.30o  ((If 

1/3)- 

Amount  overpaid 

5i»  «5     o 
/^43  »5     o 


In  the  second  case,  as  the  average  profits,  reckoning  in  the  same  jear  of  assessment,  are  but  ;f 6,700,  there  will  therefore  be  no 
repayment,  as  they  are  less  than  the  profits  for  the  year  of  assessment — viz.,  ;f&,9oo. 


Forms  upon  which  application  for  repayment  of 
tax  must  be  made  should  be  obtained  from  the  Sur- 
veyor in  whose  district  the  applicant  resides,  but  as, 
unlike  forms  for  returns,  they  cannot  be  very  readily 


obtained  by  the  public,  copies  of  two  of  the  more 
representative  forms  at  present  in  use  are  reproduced 
on  the  following  pages. 
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EXAMPLE:  (trustees,  &c.) 

THIS  FORM  is  to  be  used  by  a  Trustee  who  claims  Repayment  of  Income  Tax  for  the  FIRST  time.  When  filled  up  it  should 
be  sent  to  the  Surveyor  of  Taxes  for  the  District  in  which  the  Claimant  resides.  The  Name  and  Address  of  the  Surveyor  may  be 
obtained  from  the  Local  Collector  of  Taxes. 

Where  Repayment  is  NOT  claimed  for  the  first  time,  the  Form  sent  with  the  last  order  of  repayment  should  be  used,  but  if 
it  h.as  been  lost  or  mislaid,  application  should  be  made  to  the  Secretary  of  Inland  Revenue  (Claims'  Branch),  Somerset  House, 
London,  W.C,  for  another  Form.  In  making  the  application,  the  date  when  the  last  Repayment  was  obtained  should  be  stated,  and, 
if  possible,  the  official  number  of  the  Order. 


No.  44. 
Trustees,  &c. 


INCOME    TAX.— EXEMPTION    CLAIM,     i 
INCOME    NOT    EXCEEDING    £160. 


Registered  No.  o(  Claim. 


N.B.— i4  TnuU*  can  claim  only  for  Minors,  a  Person  Incapacitated,  or  a  Married  Woman  permaiutitly  separated  from  Her  Husband. 


1.  Here  state  nainu 
or  names  of  person 
or  |H:r>M}ns  for  whom 
Claim  is  made. 

2.  State  whether 
Minor  (see  questions 
on  back  of  Form), 
Person  incapacitated 
or  Married  Woman 
permanentlv  separa- 
ted from  ner  hus- 
band. 

3.  State  whether 
Trustee,  Agent,  &c. 

4.  Describe  Deed 
or  Will  under  which 
Trust  created  or 
otheru-ise. 

5.  State  FULL 
address  ot  office. 

CLAIMANT'S  SIGNATURE   ) 
at  full  length.  ]  • 

K.B.— A  LjMljr  muHt  »tatc.  after  Siitna- 
ture,  whether  Widow  or  Spinster. 


I  «luclare  that  the  followint;  is  a  true  account  of  the  Income  from  evekv 
SOL'RCK  for  the  year  ending  5th  Ai)ril,  i        ,  o/t 


•ho-i. 


and  for  whom  I  am^ under  * . 

and  I  therefore  claim  to  be  repaid  the  sum  of  £ 


at  the  Money  Order 


Office  at'. 


Claimant's     Full 
Postal  Address 


.Date. 


.190 


Order   | 
No.      )' 


B  (Trustees)— .\llo\ved  for 


to 


£        s.        d 


e 

8 
I 

a 


as 

H 

3 


OB 

S 


Particulars  of  the  T6TAL  INCOME  of  the  Person  on    whose  behalf  the  Claim  is  made,  from  EVERY  SOURCE  WHETHER 
TAXED  OR  NOT,  for  the  Year  from  6th  April  i        ,  to  5th  of  April  i 


No.  I. 


Income  derived  from  Dividends  on  Stock  inscribed  in  the  books  of  the  Bank  of  England  or  from  English 
Government  Annuities.    (For  these  no  Certificate  of  Deduction  is  required) 


Name  or  De- 
scription   of 
Stock  or  An- 
nuity &  whether 
the    Dividends 
are  paid  by  post 
or  through 
Bankers 


Name  or  Names  (in  due  order)  in  which  the  Stock  stands. 
If  in  Chancery,  the  correct  Title  of  the  Suit  (which  appears  at  the  head 
of  each  Draft  issued  by  the  Chancery  Pay  or  Accountant-General's 
Office)  should  be  given  instead.     Claimants  should  take  a  note  ot  the 
Title  of  the  Cause  when  each  Draft  is    received,  also    whether 
English  or  Irish  Funds. 


Amount  thereof, [Month  and  Year 
and  if  part  of    1  when  Dividend 


m 


larger  sum, 

state  also  largei 

sum 


or  Annuity  due 

from  which 
deduction  madi 


Annual 

Amount  of 

Income  from 

each  source 


Amount 
of  Income 
Tax  paid 

on,  or 
deducted 
from  each 
source  of 

Income 


No.  2.        Income  NOT   DERIVtlD  from  any  of  the  sources  referred  to  in  No.  i.    (Collectors'  Receipts  or  Certificates 
required  as  per  Instructions  on  the  back  hereof,  except  for  British,  Irish,  Colonial  or  Indian  Government  Pay  or  Pension.) 


Total  Amount  of  Income  from  all  sources  and  Income  Tax  thereon 


No.  3.    Particulars  of  DEDUCTIONS  FROM  INCOME,  such  as  GROUND  RENT,  INTEREST,  &c. 
If  there  be  none  state  "  None."    (See  note  13  on  back  of  this  Form.j 


Annual 
Amount 


£     s    d 


Total  Deductions  and  Inccnie  Tax  thereon     ..         ..  £ 

Total  Amount  of  Income  from  all  sources  after  Deductions,  and  oi\   r 
Income  Tax  claimed  to  be  returned         j  * 


Having  examined  the  preceding  Claim,  I  certify  that  the  Claimant  appears  to  be  entitled  to  exemption  from  Income  Tax,  and  to  be 
repaid  the  sum  ol  £  :  -.  *^ 

Given  under  my  hand,  this                                             day  of                                                     igo    . 
'^'"'^ Surveyor. 
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We  Certify  that  the  Claimant  named  on  the  other  side,  having  proved  to  our  satisfaction  that  the  whole  of  the  Income  of 
the  person  on  whose  behalf  the  claim  is  made,  estimated  accordinR  to  the  Acts  for  granting  Duties  on  Profits  arising  from  Property, 
Professions,  Trades,  and  Offices,  does  not  exceed  the  Sum  of  One  Hundred  and  Sixty  Pounds  per  Annum,  is  entitled  to  exemption 
from  Income  Tax. 


Given  under  our  hands,  this 


day  of 


190 


Commissiottcis  for 
General    Purposes. 


INSTRUCTIONS. 


1.  When  the  Claim  is  on  behalf  of  a  Minor  or  Minors,  the  folloiAng  Questions  mu,t  be  answered  and  signed  by  the  Trustu  :— 

ANSWERS. 


^>L'KSTIONS. 


a.  Has  the  Minor,  or  have  the  Minors,  a  vested,  i.e.,  an  absolute 

Interest  in  the  property,  or  only  a  contingent  Interest,  i  «.. 
depending  on  the  occurence  of  some  specific  event  ?  If  the 
latter,  particulars  of  the  contingency  should  be  stated. 

b.  Is  the  Income  expended  for  Education  or  for  Maintenance? 

I(  the  Interest  be  contingent,  the  cum  expended  niUBi  be  stated, 
and  the  claim  restricted  to  the  tax  on  that  sum. 

Signature 


0/ 
Trustu- 


2.  No  claim  for  Repayment  of  Income  Tax  on  the  ground  that  the  Income  from  all  sources  does  not  exceed 
£160  a  year  can  be  allowed,  unless  it  be  made  within  three  years  after  the  end  of  the  year  of  Assessment  to  which 
the  claim  relates.    10th  Sec,  23rd  Vic.  cap.  14. 

3.  The  Penalty  for  fraudulently  concealing  or  untruly  declaring  the  Income  is  £20  and  treble  the  Duty 
chargeable. 

4.  In  filling  up  the  Form  on  the  other  side,  the  Claimant  must  set  forth  fully  in  Divisions  Nos.  i  and  2  every  source  of  Income 
whether  taxed  or  not,  with  the  amount  derived  from  each  source.  The  Income  of  a  Married  Woman  living  with  her  Husband  is 
deemed  bv  the  Income  Tax  Acts  to  he  his  Income  (noiwithst-inding  any  Settlement  or  the  provisions  contained  in  the  Married 
Women's  Property  Act,  1S82),  and  the  particulars  thereof  must  be  included  in  the  Husband's  claim.  Where,  however,  the  total 
joint  Income  of  a  Husband  and  Wife  does  not  exceed  £5(m,  and  such  total  Income  includes  profits  of  the  Wife  from  any  business 
carried  on  or  exercised  by  means  of  her  own  personal  labour,  and  the  rest  of  the  toUl  Income  or  any  part  thereof  arises  or  accrues 
from  profits  of  a  business  carried  on  or  exercised  by  means  of  the  Husband's  own  personal  labour,  and  unconnected  with  the 
business  of  the  Wife,  the  profits  of  the  Wife  may  (under  the  Act  bo  &  (>i  Vict.  cap.  24)  be  treated  as  a  separate  Income,  and  a  separate 
claim  may  be  made  in  respect  thereof.  Any  Income  of  the  Husband,  however,  arising  or  accruing  from  the  business  of  bis  Wife  or 
from  any  source  connected  therewith  must  be  regarded  as  part  of  the  Income  of  the  Wife. 

5.  If  the  Income  be  from  Lands,  Tenements,  or  Hereditaments,  state  the  precise  situation  of  each  property,  with  the  name 
of  the  occupier,  and  the  amount  of  the  annual  rent  or  value,  and  who  bears  the  cost  of  repairs.  If  the  person  on  whose  behalf  the 
claim  is  made  resides  in  his  own  house,  the  Annual  Value  thereof  must  be  entered  in  Division  No.  2.  Receipts  by  the  Local 
Collector  of  Income  Tax  should  be  attached  to  the  claim. 

6.  Profits  from  the  occupation  of  land  are  to  be  estimated  at  one-third  of  the  full  amount  of  rent  and  tithe. 

7.  If  the  Income  be  from  the  Public  Funds,  Knglish  Covernment  Annuities.  Dividends  on  Colonial  or  Corporation  Stocks 
inscribed  in  the  books  of,  and  payable  by,  the  Bank  of  England,  the  directions  in  Division  No.  i  must  be  complied  with ;  and  no 
vouchers  are  required  for  these  items. 

8.  If  from  an  Office,  state  the  name  of  the  Office. 

9.  If  from  Trade,  Profession,  or  Employment,  state  the  nature  thereof,  where  carried  on,  and  the  particulars  of  the  assessment. 

ID.  If  from  Dividends  or  Interest  arising  from  Money  invested  in  any  Stock,  Shares,  or  otherwise  (except  in  the  Stock  of  the 
P>*nk  of  England  and  those  mentioned  in  No.  7),  Certificates  must  be  attached  showing  the  amount  of  Dividends  or  Interest  applic- 
able to  the  period  for  which  the  claim  is  made. 

11.  If  from  Annuities,  Interest  of  Money,  or  other  property  not  coming  under  any  of  the  foregoing  beads,  state  fully  the 
particulars,  including  the  name  and  address  of  the  person  by  whom  paid.  Certificates,  signed  by  the  persons  who  deducted  the 
Income  Tax,  must  be  securely  attached  to  the  claim. 

12.  When  the  Certificates  are  not  in  the  name  of  the  Claimant,  it  should  be  stated  whether  the  person  or  persons  named  are 
Trustees,  or  otherwise. 

13.  If  the  Income  be  subject  to  deduction  in  respect  of  Ground  Kent,  Interest,  Annuity,  or  other  Annual  Charge,  the  particulars 
thereof  must  be  set  forth  in  Division  No.  j,  so  as  to  show  the  amount  of  Annual  Payment  or  Payments  charged  upon  the  Income, 
whereby  the  same  is  diminished.  The  Income  Tax  on  any  such  charges  relating  to  the  property  on  which  repayment  is  sought  must 
be  deducted  from  the  claim,  being  recoverable  from  the  persons  to  whom  such  charges  are  paid.     If  there  bc  none.  State  *'  None.** 


14.  A  Claim  may  be  made  as  soon  as  the  Income  of  the  year  has  been  received,  but  only  one  Claim  should  be  made  for  each 


INCOME    TAX. 
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For  Instructions  set  back  (pa^e  140). 

Very  great  care  should  be  taken  of  this  Form,  as  the  issue  of  a  Duplicate  Rives  considerable  trouble. 

Keep  this  Form  and  the  I'rinted  F.nvelope  for  your  next  Claim. 

When  making  the  Claim,  fill  up  the  Form  and  send  it  in  the  Envelope  to  the  Secretary,  Claims  Branch,  Inland 
Revenue,  Somerset  House,  London,  W.C.        Only  last  year's  tax,  if  due,  may  be  claimed  on  this  Form. 


Income  Tax.— Abatement  Claim. 

When    the    Income    exceeds    /[160,     but    does    not    exceed    /"4C0,    an    Abatement    0/   £160    may    be   claimed 
When    the    Ituome    exceeds    £400,     hut    does    not    exceed    1^500,    an    Abatrment    of   £150    may    be    claimed 


A  Claim  may  be 
made  as  soon  as 
the  year's  Income 
has  been  received. 

Registered 
No.  of  Claim. 


When    the    Income    exceeds    £500,     but    docs    not    exceed    £600, 
When   the    Income   exceeds    £600,    but   does    not   exceed    £700, 


Last  Repayment  to  April,  i       ,  by 


an    Abatement   of   £120    may    be    claimed, 
an    .Abatement    of   £70     may    be   claimed. 

V 


Note.—In  communicating  with  this  Office  the  Registered  Suiubcr  in  the  right  hand  fop  correr  shculd  be  quoted. 


*  State     FlILL 
Address  of  Office. 


I  declare  that   the  followirg  is   a   true  account  of  my  Income 
from  every  source   for  the   year   ending  5th    April,    i  ,  and  I 

therefore  claim   to  be  repaid  the  sum  of  £            „         „         at  the 
Money  Order  Office  at* 


Order 

No. 


Claimant's  Signature  i 

at  full  length  »    

N.B.— A  Lady  must  state,  after  Si»;naturc, 

whether  Widow  or  Spinster. 


A — Allowed  for 

£      s      d 


to 

April, 
190    . 


Claimant's 
Exact  Address 


s 

IS 


0 


u 
9 

in 

S 


.Date. 


ir.o.  .. 


PARTICULARS    of   my    TOTAL    INCOME    from    EVERY    SOURCE,    WHETHER    TA.\ED    OR    NOT, 

for  the  Year  from  6th  April,  1  ,  to  5th  of  April,  i 


No.   I.        Income  derived  from  Dividends  on  Stocks  inscribed  in  the  books  of  the  Bank  of  England  or  fi-oin  English  Government  Annuities. 

(For  these  no  C  eriiCic  ite  of  Dediction  is  required.) 

Name  of  the 
Stock  or  Annuity, 

and  if  the 

Dividends  are  paid 

by  Post  or  through 

Bankers 


Name  or  Na'iies  (in  due  order)  in  which 

the  Stix:k  or  .\nnuity  stan<ls 

If  in  Chancery,   the  correct  Title  of  the 

Cause  or  Matter  must  be  given 


.\in(  tnit  thereof, 

and  if  part  of 

larger  Sum,  statu 

also  larger  Sum 


Month  and  Year 
when  Dividend  or 
Annuity  due  from 

which  deduction 
made 


.\nnual  .\niount 

of  Income 
from  each  source 


Amount  of  Income 

Tax  paid  on  or 
deducted  from  each 
source  of  Income 


No.  a.  Income  NOT  DERIVED  from  any  of  the  sources  referred  to  in  No.  i.    (Collectors' 

Receipts  or  Certiftcates  required  as  |)cr  Instructions  en  the  back  hereof,  except  for 
English  and  Indian  Government  Pay  and  Pension.) 


Total  Amount  of  Income  from  all  sources  and  Income  Tax  thereon.. £ 


No.  3.      Particulars   of    DEDUCTIONS    FROM    INCOME   such  as   GROUND 
RENT,  MORTGAGE  INTEREST,  &c.    //  there  be  none, say  "None." 
(See  last  note  on  back  of  this  Form.) 


Annual  .\uioLuit 


year. 


Total  Deductions  and  Income  Tax  thereon £ 

Total  Amount  of  Income  from  all  sources  after  Deductions,  and  of  Income  Tax  paid £ 

IF    THE    SP.\CES    BE    FOUND    INSUFMCIENT    the   Details  may  be  written  upon  a  sheet  of  paper,  but  the  TOTALS 

must  always  be  entered  in  this  form. 
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I 


\ 


INSTRUCTIONS. 


1.  No  claim  for  Repayment  of  Income  Tax  can  be  allowed,  unless  it  be  made  within  three  yean  after  the 
end  of  the  year  of  Assessment  to  which  the  claim  relates.    10th  Sec,  23rd  Yic^  Cap.  14. 

2.  The  Penalty  for  fraudulently  concealing  or  untruly  declaring  the  Income  is  £20  and  Treble  the  Duty 
chargeable. 

3.  In  filling  up  the  Form  on  the  other  side,  the  Claimant  must  set  forth  fully  in  Divisions  Nos.  i  and  2  every  source  of  Income, 
whether  taxed  or  not,  with  the  amount  derived  from  each  source.  The  Income  of  a  Married  Woman  living  with  her  Husband  is 
deemed  by  the  Income  Tax  Acts  to  be  his  Income  (notwithstanding  any  Settlement  or  the  provisions  contained  in  the  Married 
Women's  Property  Act,  1882).  and  the  particulars  thereof  must  be  included  in  the  Husband's  claim.  Where,  however,  the  total  joint 
Income  of  a  Husband  and  Wife  does  not  exceed  ;f500,  and  such  total  Income  includes  profits  of  the  Wife  from  any  business  carried 
on  or  exercised  by  means  of  her  own  personal  labour,  and  the  rest  of  the  total  Income  or  any  part  thereof  arises  or  accrues  from 
profits  of  a  business  carried  on  or  exercised  by  means  of  the  Husband's  own  personal  labour,  and  unconnected  with  the  business  of 
the  Wife,  the  profits  of  the  Wife  may  (under  the  Act  60  and  61  Vict.,  cap.  24),  be  treated  as  a  separate  Income,  and  a  separate  claim 
may  be  made  in  respect  thereof.  Any  Income  of  the  Husband,  however,  arising  or  accruing  from  the  business  of  his  Wife  or  from 
any  source  connected  therewith  must  be  regarded  as  part  of  the  Income  of  the  Wife. 

4.  If  the  Income  be  from  Lands,  Tenements,  or  Hereditaments,  state  the  precise  situation  of  each  property,  with  name  of  the 
occupier,  and  the  amount  of  the  annual  rent  or  value,  and  who  bears  the  cost  of  repairs.  If  the  Claimant  resides  in  his  own 
house,  the  Annual  Value  thereof  roust  be  entered  in  Division  No.  2.  Receipts  by  the  Local  Collector  of  Income  Tax  must  be 
attached  to  the  claim. 

5.  Profits  from  the  occupation  of  Land  are  to  be  estimated  at  one-third  of  the  full  amount  of  rent  and  tithe. 

6.  If  the  Income  be  from  the  Public  Funds,  English  Government  Annuities,  Dividends  on  Colonial  or  Corporation  Stocks 

inscribed  in  the  books  of,  and  payable  by,  the  Bank  of  England,  the  directions  in  Division  No.  i  must  be  complied  with ;  and  no 
vouchers  are  required  for  these  items. 

7.  If  from  an  OfHce,  state  the  name  of  the  Office. 

8.  If  from  Trade,  Profession,  or  Employment,  state  the  nature  thereof,  where  carried  on.  and  the  particulars  of  the  assessment 

9.  If  from  Dividends  or  Interest  arising  from  Money  invested  in  any  Stock,  Shares,  or  otherwise  (except  in  the  Stock  of  the 
Bank  of  England  or  those  mentioned  in  No.  6),  Vouchers  must  be  attached  showing  the  amount  of  Dividends  or  Interest  applicable 
to  the  period  for  which  the  claim  is  made. 

10.  If  from  Annuities,  Interest  of  Money,  or  other  property  not  coming  under  any  of  the  foregoing  heads,  state  fully  the 
particulars,  including  the  name  and  address  of  the  person  by  whom  paid.  Certificates,  signed  by  the  persons  who  deducted  the 
Income  Tax,  must  be  securely  attached  to  the  Claim. 

11.  When  the  Certificates  are  in  other  name  or  names  than  that  of  the  Claimant,  it  should  be  stated  whether  the  person  or 
persons  named  are  Trustees,  or  otherwise. 

12.  If  the  Income  be  subject  to  deduction  in  respect  of  Ground  Rent,  Mortgage  Interest,  Annuity,  or  other  Annual  Charge. 
the  particulars  thereof  must  be  set  forth  in  Division  No.  3,  so  as  to  show  the  amount  of  Annual  Payment  or  Payments  charged 
upon  the  Income,  whereby  the  same  is  diminished.  The  Income  Tax  on  any  such  charges  is  recoverable  from  the  persons  to 
whom  such  charges  are  paid.    If  there  be  none,  state  **  None." 


CHAPTER   XIV. 


BANKRUPTCY  AND   INSOLVENCY  ACCOUNTS. 


THE  special  points  arising  in  connection  with  the 
accounts  relating  to  the  estates  of  insolvent 
persons  have  their  origin  in  the  statutory  require- 
ments made  upon  persons  administering  these 
trusts. 

STATEMENTS  OF  AFFAIRS. 

Under  normal  conditions  the  object  of  any 
system  of  bookkeeping  is  to  produce,  at  regular 
intervals,  or  whenever  required,  a  statement  show- 
ing the  financial  position  at  that  date  in  the  form  of 
a  Balance  Sheet,  and  also  an  account  showing — in 
a  summarised  form,  and  classified  under  convenient 
headings — the  various  sources  of  income,  expendi- 
ture, or  loss,  that  have  contributed  to  the  alteration 
of  the  position  as  contrasted  with  the  previous  occa- 
sion. The  latter  account  is  frequently  divided  into 
several  sections,  which  are  known  collectively  as  a 
Profit  and  Loss  Account  or  Revenue  Account. 

When  an  estate  is  found  to  be  insolvent,  some- 
what similar  accounts  are  prepared ;  but,  owing  to 
the  special  circumstances  of  the  case,  certain  altera- 
tions of  detail  are  found  to  add  materially  to  their 
value  for  the  purposes  for  which  they  are  then 
required.  In  place  of  a  Balance  Sheet,  showing 
uix)n  the  one  hand  the  assets  and  upon  the  other 
the  liabilities  (the  excess  of  the  former  over  the 
latter  being  the  proprietor's  Capital),  the  statement 
that  is  required  is  one  that  will  afford  unsecured 
creditors  some  idea  of  the  amount  of  their  claims  in 
the  aggregate,  and  of  the  net  amount  of  assets 
available  to  meet  them.     Consequently  the  Balance 


Sheet  form  is  varied  so  that  all  assets  pledged  as 
security  for  liabilities  appear,  not  as  assets,  but  as 
deductions  from  the  claims  of  secured  creditors.  If 
a  creditor  be  fully  secured,  the  surplus  value  of  the 
asset  after  liquidating  his  claim  alone  appears  as  an 
asset;  while  if  a  creditor  be  partially  secured,  the 
unsecured  balance  of  his  claim  alone  appears  as  a 
liability  ranking  against  the  general  estate.  There 
are  also  certain  classes  of  creditors  who  are  by  law 
entitled  to  be  paid  in  priority  to  the  general  body  of 
creditors,  and  the  claims  of  these  are  stated 
separately  and  deducted  from  the  assets,  so  that  a 
Statement  of  Affairs  so  compiled  shows  upon  the 
one  hand  the  total  unsecured  liabilities  that  are 
expected  to  rank  against  the  estate  for  dividend,  and 
upon  the  other  the  net  total  of  "  free  "  estate,  which 
(subject  to  loss  on  realisation  and  costs)  is  available 
for  distril)ution  among  creditors.  The  excess  of  the 
former  figure  over  the  latter  is  the  Deficiency  which 
the  insolvent  person  has  to  account  for. 

To  enable  this  Deficiency  to  be  accounted  for, 
some  modification  of  the  ordinary  form  of  Profit 
and  Loss  Account  must  be  provided.  This  modified 
account  (which  is  called  a  "  Deficiency  Account ") 
differs  chiefly  from  the  ordinary  Profit  and  Loss 
Account  in  that  it  starts  with  an  opening  balance, 
representing  the  amount  of  surplus  assets  of  the 
insolvent  (or  the  deficiency  of  assets,  as  the  case  may 
be)  at  some  previous  period.  To  this  figure  are 
added  all  sources  of  profit  or  gain  that  increase 
the  total  amount  that  has  to  be  accounted  for, 
while     upon    the    other    side     are     included    the 
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insolvent's  personal  expenditure,  and  (under  suit- 
able headings)  all  losses  incurred  by  him,  so  that  the 
balance  of  the  account  is  the  Deficiency  shown  in 
the  Statement  of  Affairs. 


difference  between  the  ordinary  Balance  Sheet  and 
Profit  and  Loss  Account  upon  the  one  hand,  and 
the  statutory  form  of  Statement  of  Affairs  and 
Deficiency  Account  in  bankruptcy  on  the  other,  the 


Tn    order    to    show    more    clearly    the    precise  !  following  example  is  appended :  — 

PROBLEM. — (a)  From  the  following  Trial  Balance  as  on  31st  December  1901  prepare  Balance  Sheet,  Trading 

Account,  Profit  and  Loss  Account,  and  Partners'  Capital  Accounts : — 


A.  Capital  ist  January  1901 

r>«  „  „  „  ••• 

CvdlCO  •••  •••  ••• 

Purchases 

XxdlL  •••  •••  ••« 

o3 Icll j6S  •••  »••  ••• 

General  Expenses   ... 

Had  Debts 

Stock-in-Trade  ist  January  1901 

Fixtures 

Bills  Receivable 

Lease  of  Premises  (held  by  Bank) 

Bills  Payable 

Trade  Creditors 

Book  Debts 

Bank  (Loan) 

C.  for  Rent  due 

Salaries  due  (one  month) 

Cash  at  Bank 

A.  Drawings 


6,100 
150 

1,250 
l^OO 

130 

100 
700 


500 


IXO 

360 

363 


£ 

150 

3,000 
6,250 


500 

1,250 
1,050 

48 


;fi2,323     /:i2,323 


(A). 


stock  on  31st  December  1901,  ;fi,75o.  Five  per  cent,  interest  to  be  credited  on 
Partners'  Capital  Accounts. 

(6)  Assuming  that  A.  and  B.  begin  business  on  1st  January  1901,  draw  up  front  sheet  of 
Statement  of  Affairs  and  Deficiency  Account  in  the  form  provided  under  the  Bankruptcy 
Acts,  allowing  for  a  further  liability  on  Bills  discounted  estimated  to  rank  for  dividend  at 
/■2,ooo. 

BALANCE    SHEET,  31st  December  1901. 


LiabilitUs. 

Capital  Account :— B. 

Balance,  ist  January  igoi 

Interest       

£    s  d 

3,000  0  0 
130  0  0 

£     s    d 

1,638  3  0 
1,030    0    0 

500  0  0 
1,230    0    0 

las   0   0 

A  suts. 

Lease  of  Premises 

Fixtures  

Stock-in-Trade 

Bills  Receivable          

Book  DebU       

Cash  at  Bank 

Capital  Account : — A.  (overdrawn). 

Drawings 

Share  of  Loss 

£     »    d 

300    0    0 
1,128  13    0 

£    s   d 

700   0  0 

130  0  0 

1,730  0  0 

Less  Drawings               . .    £363    0    0 
Share  of  Loss         ..  1,128  15    0 

3.150  0  0 
1.491  15   0 

300  0   0 
no   0   0 

•  • 

Bills  Payable 

Trade  Creditors          

Sundry  Creditors       

Less  Credit  Balance  i/i/oi  /130    0    0 
Interest         ..        ..          7  lo    0 

1428  13    0 
137  10    0 

1.271    3    0 

£4,581    5    0 

£4.581    3    0 
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Dr. 


TRADING    ACCOUNT,  for  the  Year  ended  31st  December  1901. 


Cr. 


To  Stock :  ist  January  1901 

,     Purchases 

«    Gross  Profit,  transferred  to  Profit  and  Loss  Account 


£ 

s 

d 

1,400 

0 

0 

6,100 

0 

0 

500 

0 

0 

£8,000 

0 

0 

^^ 

1 

By  Sales 

,    Stock :  31st  December  1901 


£  s  d 
6,250  o  o 
1,750    o    o 


£8,000    o    o 


Dr. 


PROFIT    AND    LOSS    ACCOUNT,  for  the  Year  ended  31st  December  1901. 


Cr. 


To  Rent 



£      s    d 
130    0    0 
450    0    0 
750    0    0 
1,250    0    0 

£     s   <> 

2,6lM>      0      0 

157  10    0 

By  Gross  Profit  from  Trading  Account  . . 
,    Balance,  being    Loss   for    the  Year, 
viz. — 

A 

B 

£     s    <! 

1,128  15    0 
1,128  15    0 

£    s   d 

500     0     G 

«    Salarips 

,    General  Expenses 
.    Bad  Debts  . , 

-A 

B 

,    Interest  on  Capital : 
.                  Ditto 

7  10    0 
130    0    0 

2,257   10     0 

£2,757  10    0 

£2,757    IQ      0 

(For  answer  to  Problem  (b)  see  overpagc.) 
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(B). 


(>)  High  Court  of 

Justice  or  the  County 
lourt  of  

holden  at 


THE    BANKRUPTCY    ACTS,     1883    and     1890. 


In  the  (1) 
Re  A.  and  B. 


STATEMENT    OF    AFFAIRS. 
Court  of 


No. 


of  igo2. 


To  THE  Debtor. — You  are  required  to  fill  up,  carefully  and  accurately,  this  Sheet,  and  the  several  Sheets  A,  B,  C,  D,  E,  F,  G,  H, 
I,  J,  and  K,  showing  the  state  of  your  affairs  on  the  day  on  which  the  Receiving  Order  was  made  against  you,  viz.,  the  first 
day  of  January-  1902. 
Such  Sheets,  when  filled  up,  will  constitute  your  Statement  of  Affairs,  and  must  be  verified  by  Oath  or  Declaration. 


Gross      I  Liabilities 

Liabilities  (as  stated  and  estimated  by  Debtor) 


s    d 


Expected  to 
Rank 


Unsecured  Creditors,  as  per  list  (A) 

Creditors  fully  secured  as  per  list 

(B) I 

Estimated  value  of  Securities  . . 

Surplus         

Less  amount  thereof  carried  to    j 
Sheet  C       

Balance  thereof  to  contra         . .     \ 


£     s   d 


Creditors  partly  secured,  as  per 

list(C)        

Less     estimated     value     of 
Securities 

Liabilities  on  bills  discounted 
other  than  Debtor's  own 
acceptances  for  value,  as  per 
list  (D),  viz.  :— 

On  accommodation  bills  as 
drawer,  acceptor,  or  in- 
dorser  

On  other  bills,  as  drawer  or 
indorser        


£     s   d 
1,030    o    o 
810    o    o 


£     s  d 

1,750    o    o 


Assets 
(as  stated  and  estimated  by  Debtor) 


Property,  as  per  list  (H),  viz. : — 

(a)  Cash  at  Bankers  (claimed  by  Bank) 

(b)  Cash  in  hand 

(c)  Cash  deposited    with    Solicitor    for   costs   of 

Petition         

(d)  Stock-in-Trade  (cost  £  )  .... 

(e)  Machinery        

(I)  Trade  Fixtures,  Fittings,  Utensils,  &c 

(g)  Farming  Stock 

(h)  Growing  Crops  and  Tenant  Right 

(i)   Furniture  

(j)  Life  Policies 

(k)  Other  Property,  vi/  :— 


Estimated  to 
produce 

£     s   d 


1,730    o    o 
tjo    o    o 


240    o    o 


£    s  d 


2,0O0     O     O 


2,000    o    o 


s 


Of  which  it  is  expected  will  rank  against 

the  estate  for  dividend 

Contingent  or  other  liabilities  as 
per  list  (E)  £ 


2,coo    o    o 


Of  which  it  is  expected  will  rank  against 
the  estate  for  dividend 

£    s  d 

Creditors  for  Rent,  &c.,  recover- 
able by  distress  as  per  list  (F) 

Creditors  for  Rates.  Taxes, 
Wages,  &c.,  payable  in  full,  as 
per  list  (G)  

SheriflPs  Charges  payable  under 
Section  11  of  the  Bankruptcy 
Act,  1890,  estimated  at  . . 

Deducted  contra £ 


Total  as  per  list  (H) 

Book  Debts,  as  per  list  (I),  viz. : — 
Good 


1,900    o    o 


500    o    t) 


Doubtful 
Bad   .. 


£     s    d   I 


1,230    o    o 


1,350   o   o 


Estimated  to  produce 


Bills    of    Exchange    or    other     similar 

Securities,  on  hand,  as  per  list  (J)  £100    o    o 


3,990    o    o 


Estimated  to  produce 


100    o    o 


Surplu;:  from  Securities  in  the  hands  of 
Creditors  fully  secured  (per  cotUra)   . . 


Deduct  Creditors  for  distrainable  Rent,  and  for 
preferential  Rates,  Taxes,  Wages,  Sheriffs 
Charges,  &c.  (^er  con/ra)  


Deficiency  explained  in  statement  (K) 


2,500    o    o 
123    o    o 


a.377    o    o 
1,613    o    o 


3.990    o    o 


I.  ot 

in  the  County  of  ,  make  oath  and  say,  that  the  above  Statement  and  the  several  lists  hereunto 

annexed,  marked  A,  B,  C,  D,  E,  F,  G,  H,  I,  J,  and  K.  are  to  the  best  of  my  knowledge  and  belief  a  full,  true,  and  complete  statement 
of  my  afiiairs  on  the  date  of  the  above-mentioned  Receiving  Order  made  against  me. 

Sworn  at 

in  the  County  0/  

this day   of 190 

htfort  me,    .' 


Signature . 
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A.— UNSECURED    CREDITORS. 
The  names  to  be  arranged  in  alphabetical  order  and  numbered  consecutively,  creditors  for  ;f  10  and  upwards  being  placed  first. 


No. 


Name 


Address  and  Occupation 


[Full  particulars  to 


be  set  out  here,] 


Amount  of 
Debt 


Date  when 
contracted 


Month 


£     s     d 


Year 


Consideration 


NOTE. — The  prescribed  Form  contains  the  following  note : — 

(1)  When  there  is  a  ctmtra  account  against  the  Creditor  less  than  the  amount  of  his  claim  against  the  Estate,  the  amount  of  the 

Creditor's  claim  and  the  amount  of  the  contra  account  should  lie  shown  in  the  third  column,  and  the  balance  only  be  inserted 
under  the  heading  "  Amount  of  Debt  "  thus  :— 

Total  amount  of  claim        £  :  : 

Less  contra  account       £  : 

£        '■         • 

No  such  set-off  should  be  included  in  Sheet  "  I." 

(2)  The  (larticulars  of  any  Bills  of  Exchange  and  Promissory  Notes  held  by  a  Creditor  should  lie  inserted  immediately  below  the 


name  and  address  of  such  Creditor. 


B.— CREDITORS    FULLY    SECURED. 


No. 


Name  of  Creditor 


Address  and 
Occupation 


Amount  of 
Debt 


£    s   d 


Date  when 
Contracted 


Month  I    Year 


Considera- 
tion 


Particulars 
of 

Security 


Date 
when 
given 


Estimated      Estimated 
value  of    I     ^"T*'"^ 


£    s    d 


C     s    d 


C— CREDITORS  PARTLY  SECURED. 


No. 

Name  of  Cre«litor 

Address  and 
Occu|)ation 

Amount  of 
Debt 

Date  when 
Contracte<l 

Considera- 
tion 

Particulars 

of 

Security 

Month 

and  year 

when 

given 

Estimated 
value  of 
Security 

Balance 
of  Debt 

Month 

Year 

Unsecured 

£    s   d 

£   s   d 

£   s   d 

V  1 


I? 
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D— LIABILITIES  OF  DEBTOR  ON  BILLS  DISCOUNTED  OTHER  THAN  HIS  OWN  ACCEPTANCES 

FOR  VALUE. 


No. 


Acceptor's  Name,  Address, 
and  Occupation 


Whether  liable 

as  Drawer  or 

Indorser 


Date  when 
due 


Amount 


Accommoda- 
tion Bills 


£      •    d 


Other  Bills 


£     »    d 


I       Amount 

Holder's  Name,  Address,  and  !    ^'IX  !ij!!in^t 
Occupation  (if  known)  Est^cfCr 

Dividend 


£      •     d 


(NOTE. —Ordinary  "  Bills  Payable  "  are  included  in  Schedule  "  A ."     Only  Bills  far  vhich  the  Debtor  is  liable  as 
DRAWER  or  ENDORSER  appear  in  this  Schedule.) 


E.— CONTINGENT    OR    OTHER    LIABILITIES. 
[Full  particulars  of  all  Liabilities  not  otherwise  Scheduled  to  be  given  here.] 


No. 

Name  of  Creditor  or 
Claimant 

Address  and  Occupation 

Amount  of 

Liability  or 

Claim 

Date  when 
Liability  incurred 

Nature  of  Uability 

Month 

Year 

£       s      d 

F.- 

-CREDITORS    FOR 

RENT,    &c.,    RECOVERABLE    BY 

DISTRESS. 

No. 

Name  of  Creditor 

Address  and  Occupation 

Nature  of  Claim 

Period  during 
which  claim 
accrued  due 

Date  when      A"",""* 
d"«             Claim 

Amount 
recoverable 
by  EHuress 

Diflerence 

ranking  for 

Dividend 

(To  be  carried 

to  List  A) 

£    8    d 

£    »    d 

£      •      d 
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G.— PREFERENTIAL    CREDITORS    FOR    RATES,    TAXES,    AND    WAGES. 


No. 


Name  of  Creditor      Address  and  Occupation 


Nature  of  Claim 


Period  during 
which  Claim 
accrued  due 


Date  when 
due 


Amount 

of 
Claim 


Amount 
payable 
in'  full 


Difference 

ranking  for 

Dividend 

(To  be  carried 

to  I.ist  A) 


H.— PROPERTY. 

Full  particulars  of  every  description  of  Property  in  possession  and  in  reversion  as  defined  by  Section  168  of  the  Bankruptcy  Act,  1883, 

not  included  in  any  other  List,  are  to  be  set  forth  in  this  List. 


Full  Statement  and  Nature  of  Property 


Estimated 

to 
Produce 


(a)  Cash  at  Bankers  

(NOTE.— If  anything  is  due  to  Bankers  they  have  a  lien  on  all  monies  in  their  hands.) 

(b)  Cash  In  Hand 

(c)  Cash  deposited  with  Solicitor  for  Costs  of  Petition  

(d)  Stock-in-Trade  at  . .        

(e)  Machinery  at         

(f)  Trade  Fixtures,  Fittings,  Utensils,  &c.,  at 

(g)  Fanning  Stock  at  


£      s      d 


/ 


(h)  Growing  Crops  and  Tenant  Right  at 
Household  Furniture  and  Effects  at. . 
Life  Policies  

(k)    Other  Property  (stmte  particulars),  viz.  :— 
Lease  of  Premises 


(1) 
0) 


NOTE. — In  practice  a 
fair  realisable  value  should 
be  placed  on  all  assets.  In 
this  example  the  book- 
values  have  been  shown  to 
facilitate  comparison  with 
the  Balance  Sheet  pre- 
viously given. 


(Cost  £     :     :     ) 


1.750    o    o 
150    o    o 


roo    o    o 


I.—DEBTS  DUE  TO  THE  ESTATE. 


No. 

Name  of  Debtor 

Residence  and 
Occupation 

Amount  of  Debt 

Folio  of 
Ledger  or 
other  Book 

where 
Particulars 
to  be  found 

When 
contracted 

Estimated 

to 
Produce 

Particulars  of 
anv  Securiiies 
held  for  Debt 

Good 

Doubtful 

Bad 

Month 

Year 

• 

£    s    d 

£    s   d 

£   s   d 

£    ^   d 

NOTE.  — The  prescribed  Form  contains  the  following  :— 

If  any  Debtor  to  the  Estate  is  also  a  Creditor,  but /or  a  less  amount  than  his  indebtedness,  the  gross  amount  due  to  the  Estate  and 
the  amount  of  the  coa/ra  account  should  be  shown  in  the  third  column,  and  the  balance  only  be  inserted  under  the  heading 
'•  Amount  of  Debt "  thus :—  /  -«. 

Due  to  Estate        £ 

Less  contra  account  . .        . .        £ 

£      ■■ 


No  such  claim  should  be  included  in  Sheet  "  A.' 


L   2 
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J— BILLS   OF   EXCHANGE,   PROMISSORY  NOTES.  &c..  AVAILABLE  AS  ASSETS. 


No, 


Namf!  of  Acceptor  of  Bill  or 
Note 


Addrrs?;,  &c. 


Amount  of 
Bill  or 
Note 


£    s    i\ 


t:..:^^.„A         Particulars  of  any 
Date  when         »i««malrd  ^        Property  held  as 


due 


to 


Protluee    I  Security  for  Paynrjent  of 
rro<iuce    I  Hill  or  Note 


£    »    d 


K.^DEFICIENCY    ACCOUNT. 


Excess    of    Assets     over    Liabilities   on    the 
(1)  first  day  of  January  1901  (if  any). . 

Net  Profit  (if  any)  arising  from  carrying  on 

business  from  the  (l)  ...  .day  of 

I to  date  of  Receiving  Order,  alter 

deducting  usual  trade  expenses 

Income  or  Profit  from  other  sources  (if  any) 
since  the  (i) day  of i 

Deficiency  as  per  Statement  of  Affairs  . . 


Total  amount  to  be  accounted  for 


£    s  d 


(*)£ 


£   8   d 
3,150    o    o 


1,613    o    o 


4.763    o    o 


Excess  of  Liabilities  over  Assets  on  the  (l) 

day  of I (if  any) 

Net  Loss  (if  any)  arising  from  carry-ing  on 
busin-ss  from  the  (')  First  day  of  January 
1901,  to  date  of  Receiving  Onler.  after 
deducting  from  profits  the  usual  trad.i 
expenses  (')         

Bad  Debts  (il  any)  as  per  8che<lule  "  I  "  («). . 

Expenses  incurred  since  the  (i)  First  day 
ot  January  1901,  other  than  usual  trade 
expenws,  vi/.,  household  e\fH?nses  of 
selves  and  (") 

(*)  Other  Losses  and  Expenses  (if  any) — 

Surplus  as  per  Statement  of  Affairs  (if  any) 
Total  amount  accounted  for        .. 


2,100    o    o 
3AX»    o    o 


(*)  C  4.763    o    o 


Each  Sheet  must  be  si  farted  mid  dated  by  the  Debtor,  thus — 

Signature 


Dated 


NoTKs. — (I)  This  date  should  be  12  months  before  date  of  Receiving  Order,  or  such  other  time  as  Official  Receiver  may  have  fixed. 

(2)  This  Schedule  must  show  when  debts  were  contracted. 

(3)  Add  "wife  and  children  "  (if  any),  stating  number  of  latter. 

(4)  Here  add  particulars  of  other  losses  or  expenses  (if  any),  including  Depreciation  in  the  value  of  stock  and  effects  or 

other  property  as  estimated  for  realisation,  and  liabilities  (if  any),  for  which  no  consideration  received. 

(5)  These  figures  should  agree. 


PRIVATE  ARRANGEMENTS.  I 

It  does  not,  of  course,  follow  that  every  insolvent 
person  who  calls  his  creditors  together  has  first  had  ] 
a  Receiving  Order  made  against  him,  and  become  \ 
amenable  to  the  bankruptcy  laws  and  regulations,  j 
The  accounts  submitted  to  private  meetings  of  | 
creditors  do  not,  therefore,  come  strictly  under  the 
foregoing  rules,  but  very  much  the  same  class  of  ! 
information  will  be  required  by  the  creditors  attend-  ; 
ing   the   meetings,    and  as    a   rule,    therefore,    the 


bankruptcy  forms  are  followed  very  closely,  the 
only  noticeable  difference  being  that  as  a  rule 
"  ( 'ash  Creditors "  are  shown  separately  from 
"  Trade  Creditors,"  and  full  particulars  of  the  Cash 
Cre«litors'  claims  are  given,  so  that  it  may  be  readily 
perceived  how  giuch  of  the  claims  consist  of  prin- 
cipal, how  much  of  interest,  and  to  whom  the  money 
is  owing.  It  is  also  usual  to  append  a  full  list  of 
the  Trade  Creditors  for  the  information  of  those 
interestetl.     On  the  other  hand,  no  particulars  of 


•  Interest  on  Capital  has  been  eliminated.    Compare  with  Profit  and  Loss  Account  on  page  143. 
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the  assets  are  given,  other  tlian  the  short  particulars 
appearing  upon  the  summarised  Statement  of 
Affairs. 

In  bankruptcy  the  filing  of  a  i)roper  Deficiency 
Account  is  compulsory,  but  in  the  case  of  private 
arrangements  with  creditors  it  is  often  not  insisted 
upon.  Where  given,  however,  it  usually  follows  the 
bankruptcy  form,  save  that  the  sides  are  transposed 
so  as  to  follow  .more  closely  an  ordinary  Profit  and 
Loss  Account  form,  in  which  the  losses  appear  upon 
the  debit  and  the  gains  upon  the  credit  side. 

EXAMPLE: 

ACCOUNTS  2. 

RECEIPTS. 


TRUSTEES'  CASH  ACCOUNTS 

Trustees  in  bankruptcy  are  required  to  keep  and 
to  periodically  file  detailed  accounts  of  their 
receipts  and  i)ayments.  These  accounts  must  be 
filed  in  duplicate.  One  copy  is  in  tabular  form,  and 
provides  columns  for  all  the  principal  sources  of 
receipts  and  classes  of  payments,  while  the  other 
consists  merely  of  the  total  columns  of  the  more 
detailed  account.  Examples  of  both  these  forms 
are  given  below. 


Date 


Particulars 


Total 


Drawn 
from 
Bank 


£     i    d 


£    »    d 


Debts 

Collected 


Property 
Realised 


£    »    d 


£    s    d 


Receipts 

from 
Securities 

held  by 
Creditors 


£    s    d 


Left-band  side.] 


PAYMENTS. 

1     ^ 

1 

•« 

1 

0) 

u 

a 

Other 
Receipts 

Date 

Particulars          .$ 
u 

3 
0 
> 

Total 

£    s    d 

■ 

£    s    d 

Paid 

into 

Bulk 


£    •   d 


•a 

to 
•oU., 

9  tt 


^ 


£    H    d 


c 
Jfi—  6. 


j: 


0> 


£    8   d 


Costs  of  Realisation 


u 

sis 


£    s    d 


Commission  on 

Realisation  and 

Distribution 


PAYMENTS. 


Board  of 
Trade 


Trustee 


£    »    d,   £ 


OS 

Si 

u  — 

2  t> 


11 

*>  — 

>  X 


o 
u 


£  s  d 


4^  vo. 
OS 

O  N   y 


c 

CO  T 

.lis 


Q 


u 

c 

(8 

is 

o 


o  = 

"(S  o 

a. 2 


£    ^    d  i   £ 


B 
o 

V 
•V 

V  in 
X  » 

c  « 


0. 


a. 

e 

41 


to 

s 


£    s    d 


£    s    d 


[Kijjht-baad  side. 
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ADVANCED    ACCOUNTING. 


EXAMPLE: 

Accounts  2  B. 
Copy  of  Estate  Cash  I 
Book  for  Filing.      * 

Re 


In  the 


THE    BANKRUPTCY    ACT,    1883. 

Court  of 

Estate  Cash  Book. 


No. 


of  18 


Date 

Receipts 

Total 

Drawn  from 

Bank 

Date 

Payments 

Voucher 
No. 

Total 

Paid  into 
Bank 

£     s   d 

£     s   d 

£      s    d 

£      »    d 

TRUSTEE'S  TRADING  ACCOUNT. 

In  cases  where  the  Trustee  is  carrying  on  the 
business,  he  is  required  to  file  monthly  a  Trading 
Account  kept  in  the  prescribed  form,  which  differs 
from  the  ordinary  Trading  Account  in  that  it  is 
merely  an  account  of  cash  receipts  and  payments 

THE    BANKRUPTCY 


EXAMPLE: 

In  the 


relating  to  the  carrying  on  of  the  business.  Where  a 
separate  Trading  Account  is  kept,  the  monthly 
totals  only  need  be  shown  in  the  general  Cash 
Account,  instead  of  the  full  details  being  given 
twice  over. 

The  following  is  the  form  prescribed :  — 

ACTS,    1883   &    1890. 


Court  of 


Rt 


account  with  the  Estate. 
Dr.  Receipts. 


No.  of  ig 

the  Trustee  of  the  Property  of  the  Bankrupt  in 

Payments.  Cr. 


Date 


£      s    d 


Date 


£      s    d 


Trustt*. 

Date 19 

We    have   examined    this    Account    with    the   Vouchers   and    find   the  same   correct,  and   we   are   of  opinion    the 
expenditure  has  been  proper. 

Dated  this  day  of  19 

I  Committet  of 
Inspection. 

[Or  Member  of  the 
Committee  of 
Inspection.] 


SUMMARISED    ACCOUNT    OF   RECEIPTS    AND 
PAYMENTS. 

When  the  estate  has  been  completely  realised  and 
distributed  the  Trustee  can  apply  for  his  release ; 
but  before  doing  so  he  must  forward  to  each 
creditor  who  has  proved,  and  to  the  debtor,  a  sum- 
marised account  of  all  his  receipts  and  payments  in 
the  prescribed  form.  A  similar  account  has  to  be 
forwarded  to  all  creditors  each  time  a  dividend  is 


declared.  When  more  than  one  account  is  sent  out, 
the  second  and  subsequent  accounts  do  not  each 
begin  where  the  preceding  one  left  off,  but  each  is 
a  complete  statement  of  receipts  and  payments  up  to 
date. 

The  following  example  shows  the  form  of  account 
employed :  — 


EXAMPLE: 


BANKRUPTCY    AND    INSOLVENCV    ACCOUNTS. 


THE    BANKRUPTCY    ACTS,     1883    and    1890. 


iSi 


Sn  tlje  di0l}  Cottvt  of  ^n*Hee, 
IN   BANKRUPTCY. 


No. 


of  19 


IN  THE  MATTER  of  A.  C.  and  B.  C.  trading  as  "  The  C.  Company,"  lately  carrying  on  business  at  Road 

and  Street,  both  in  the  County  of  London,  as  the  said 

A.  C.  residing  at  Road,  in  the  County  of  London,  and  the  said  B.  C 

residing  at  Road,  in  the  County  of  London. 


(Under  Receiving  Order,  dated  the 


day  of 


19    ). 


Dr. 


STATEMENT,  showing  position  of  Estate  at  date  of  declaring  Third  Dividend. 


Cr. 


Estimated 
to  produce 

To  Total    Receipts   from    date   of   Receiving  i'^^i^^,?,^°„^i* 

Order,  viz. : — 


Cash  in  band 

Cash  deposited  with  Solicitor 

Stock-in-Trade  , 

Fixtures  and  Fittings 
Provident  Association  Bond 
Book  Debts  and  Trading  Receipts 
Surplus  from  Securities 
Receipts  per  Trading  Account 
Other  Receipts  


Total 


Ltssi 


Deposit  returned  to  Petitioner 
Payments  to  Redeem  Securities 
Costs  of  Execution 
Payments  per  Trading  Account 


£    s 
79  10 


10 
1,200 

25 

30 
2,377 

87 


3.808  17    4 


Receipt 

s 

£ 
69 

s 
10 

d 

4 

10 

0 

0 

1,071  5 

6 

35 

II 

8 

.625 

8 

4 

20 

16 

5 

5 

0 

0 

.837 

12 

3 

By  Board  of  Trade  and  Court  Fees  (including  SUmp  of  £5 
on  Petition) 


Payni  enis 


Law  Costs  of  Petition 
Other  Law  Costs    . . 


£    s  d 

20    o    6 
112  II     6 


Trustee's  remuneration  as    fixed    by  the  Committee  of 
Inspection,  viz. : — 

i     £      s   d 
5  per  cent  on  £2,361  12s.  id.  Assets  realised     . .  '    118    i    7 

2A  per  cent,  on  £1,749  8s.  id.  Assets  distributed 
in  Dividend ,         ..  1     43  14    8 


223    3    7 


Net  realisations £  2,614 


8    8 


Special  Manager's  charges         

Person  appointed  to  assist  Debtor  under  sec.  70  of  Bank- 
ruptcy Act,  1883 

Auctioneer's  charges  as  taxed 

Other  charges  

Costs  of  possession 

Cost  of  notices  in  Gazette  and  local  papers 

Incidental  outlay 


Total  cost  of  realisation 
Allowance  to  Debtors 

Creditors,  viz. : — 
Preferential 


Unsecured   First  Dividend  of  4/-  in  the  £  on 

/6,36i  9s.  8d.  

and  Lividend  of  i/-  in  the  £  

3rd  Dividend  now  declareaof  6d.  in  the  £ 

The  Debtor's  estimate  of  amount  expected  to  rank 
for  dividend  was  £5,916  13s.  id. 


£    s    d 

no   19   II 


1,272 

318 
159 


5  10 
I  6 
o    9 


Balance 


i 


£   s 

57  10 


134   12     O 


161  16    3 


7 
139 


87  10  II 

396 

64    7    9 


655  19    o 
34  13    O 


i860 
63 


8    o 
8    8 


2,614    8    8 


banSupt^tisfiwtheB^^d^ofTra'delhK  '"  """'^^  or  value  of  Creditors  dissent  from  the  resolution,  or  the 

«ui«upi  saiisnes  tne  Board  of  Trade  that  the  remuneration  is  unnecessarily  large,  the  Board  of  Trade  shall  fix  the  amount  of  the  remuneration." 

Assets  not  yet  realised  estimated  to  produce  ;f50. 
esti  Jate  of  ??o°muf  t^ela^rS^d  «  °^  ^"^^  ^*'''*;  °^'?.«  ""'*«'  *»'"°8  Agreements,  and  are  of  very  doubtful  character,  and  the 


Creditors  can  obtain  any  further  informaUon  by  inquiry  at  the  office  of  the  Trustee, 

Dated  this  day  of 


19 


X.  Z.,  Trustee, 

999  Cheapside,  London,  E.G. 
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ADVANCED    ACCOUNTING. 


PRIVATE  ARRANGEMENTS.  Act,  i8yo,providcs  that  every  trustee  uuder  a  private 

In  private  arrangements,  also,  it   is   usual,  every  arrangement  shall,  within  thirty  days  from  the  ist 

time   a   dividend    is   declared,    to  forward    to    earh  January  in  each  year,  transmit  to  the  lioard  of  Trade 

creditt)r  an  account  of  rfcei])ls  and  payments  upon  ^n  account  of  his  receipts  and  payments  as  such 

the  same    lines    as  that    i)rescril>ed    in   bankruptcy,  Trustee.    The  prescribed  forms  are  given  below;  the 

although  in  practice  the  torm  is  frequently  departed  accounts  must  be  verified  by  affidavit.     There   is 

from  in  matters  of  detail.  i  ""  provision  for  the  paynunt  over  by  the  Trustee 

of  unclaimed   dividends    in    the    case   of   private 

Section  25,  .Sub-section  2  (J?),  of  the  Bankruptcy  arrangements. 

EXAMPLE: 


Trustee's  Account 
of  Receipts  and  I'ayments. 


THE    BANKRUPTCY    ACT,    1890. 


No. 


IN  THE  MATTER  OF  A   DEED  OF  AKRANC.EMENT. 

littvi'een 
Dated  the  day  of  19 


awl  his  Creditors, 
Registered  the  day  of 


19 


Trustee, 


ACCOUNT    OF    RECEIPTS    AND    PAYMENTS. 
I'ursuant  to  Section  25  of  the   Bankruptcy  Act,   i8ga 


Receipts 


Date 


of  whum  Received 


Nature  of  Receipt 


Payments 


I 
Amount  Date  To  whom  Paid  Nature  ot  Payment 


8    d 


AmoiuU 


£      •    d 


♦Here  set  out  l«r- 
ticulars  of  any  out- 
standing estate,  and 
the  estimated  value 
thereof. 


Note.— The  outstanding  Estate  consists  ol* 
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153 


EXAMPLE: 

Trustee's  Trading 
Account. 


THE    BANKRi;i'TCY    ACT.    189^ 


IN    THE    MATTER    OF    A    DEED    OF    ARRANGE.MENT   dated  the 

and  registered  the  day  of 


day  of 


19 


19 


Between 


mmd 


,  as  Debtor, 


Dr. 


,  as  Trustee. 
the  Trustee  of  the  Property  of  the  Bankrupt,  in  account  with  the  Estate. 

TRADING    ACCOUNT.  Cr. 


Receipts 

a 

Payments 

Date 

• 

£     s   d 

Date 

£     s   d 

Trustee. 


Date 


♦To  be  inserte<l 
if  the  Accounts 
have  been  audited 
by  a  Conmiittee 
of  Inspection. 


•We  have  examined  this  Account  with  the  Vouchers,  and  find  the  same  correct,  and  we  are  of  opinion  the 
Expenditure  has  been  proper. 

Dated  this  day  of 


19 


Committee  of  Inspection  |or,  Member  uf  the 
Committee  of  Inspection], 


BANKRUPTCY  OF   FIRMS. 

When  a  Receiving  Order  is  made  against  a  firm 
the  estates  of  all  the  partners  pass  into  bankruptcy, 
and  the  Trustee  appointed  of  the  joint  estate 
becomes  also  the  Trustee  of  each  of  the  separate 
estates.  These  various  estates  must  be  all  adminis- 
tered separately,  but  any  suri)lus  that  there  may  be 
upon  any  of  the  separate  estates  must  be  hande<l 
over  to  the  joint  estate  and  ilistributed  among  the 
joint  creditors  until  such  time  as  they  have  received 
20s.  in  the  £^  together  with  mterest  at  4  per  cent, 
from  the  date  of  the  Receiving  Order.  After  this 
has  been  done,  whatever  surplus  may  remain  upon 
any  separate  estate  is  handed  back  to  that  particular 
debtor.    If,  on  the  other  hand,  there  should  happen 


to  be  a  surplus  on  the  joint  estate,  it  is  divisible 
among  the  separate  estates  in  proportion  to  the 
respective  interests  of  the  partners  as  though  no 
Receiving  Order  had  been  made ;  but,  of  course, 
the  surplus  is  handed  over  to  the  separate  estates 
and  applied  towards  the  payment  of  the  separate 
liabilities,  so  that  no  one  of  the  debtors  can  receive 
l>ack  anything  out  of  either  joint  or  se[)arate  estate 
until  the  whole  of  the  ]o'\nt  (Teditors  and  the  whole 
of  the  creditors  uf  his  separate  estate  have  been 
paid  in  full  with  interest.  Partners  are  not,  how- 
ever, liable  for  the  payment  in  full  of  the  separate 
debts  of  their  co-partners. 

The  forms  of  account  are  precisely  the  same  as 
those  already  indicated.     It  should  be  mentioned. 
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ADVANCED    ACCOUNTINQ. 


I 


however,  that  where  any  separate  estate  does  not  The  following  example  will  ser\'e  to  clearly  show 
produce  sufficient  to  cover  cc^sts,  it  is  rompetent  for  ^  the  proper  treatment  when  assets  belonging  to 
the  Trustee,  with  the  consent  of  the  Committee  of  !  separate  estates  have  been  pledged  as  security  for 

Inspection  of  the  joint  estate,  to  pay  these  costs  out    ^j^g  firm's  debts* 

of  the  joint  estate,  so  that  to  this  extent  one  partner 
may  be  indirectly  made  ]ial)le  for  the  costs  of 
administering  the  estate  of  a  co-partner. 


PROBLEM. 


■(ii)  From  the  following;  particulars  construct  the    respective  Balance   Sheets  of  the  firm   of 
I.,  C.  &  A.,  and  of  the  several  partners : — 


Particulars  re  I.,  C.  &  A. 
3rd  April  1897. 

Trade  Creditors,  Joint  Estate,  unsecured 

Cash  Creditors,  Joint  Estate,  unsecured 

Cash  Creditors,  Joint  Estate,  collaterally  partly  secured  by  Policies  of 
Assurance      ... 

On  the  life  of  I.,  worth 

On  the  life  of  C,  worth 

Cash  Creditors,  Joint  Estate,  fully  secured 

They  holding  Securities  belonging  to  the  Firm,  worth  ... 
Liabilities  on  Bills  discounted,  considered  good  ... 
Preferential  Creditors  of  Joint  IZstate 
Tradesniens  Claims  on  Separate  Estate  of  L     ... 
Cash  Creditors  on  Separate  Estate  of  I. 

They  holding  as  security  Freehold  Property  of  his,  worth 
Tradesmen's  Claims  on  Separate  Estate  of  C.    ... 
Tradesmen's  Claims  on  Separate  Estate  of  A.    ... 
Cash  Creditors  of  A.,  unsecured 
Cash  at  Bank  at  credit  of  Joint  Estate 
Cash  in  hand  do. 

Debtors  do. 

Stock  do. 

Fixtures  and  Furniture  do. 

Household  Furniture,  Separate  Estate  of  L 
1^0.  do.  C. 

Do.  do.  A. 

Reversionary  Interest   under   Will   of  John    Smith,  deceased,  Separate 

Estate  of  A.,  worth 
1.  had  overdrawn  bis  Account  with  the  Firm  by... 
C. 
A. 


s    d 


»» 


(b)  Show  (in  condensed  form)  the  Statements  of  Aftairs  of  the  firm  and 
partners. 


31,280 

0 

0 

6,642 

0 

0 

9.015 

0 

0 

1,615 

0 

0 

738 

0 

0 

I  "435 

0 

0 

i4'395 

0 

0 

i'340 

0 

0 

2,128 

0 

0 

697 

0 

0 

2,578 

0 

0 

3,000 

0 

0 

119 

0 

0 

190 

0 

0 

510 

0 

0 

1,050 

0 

0 

843 

0 

0 

2.975 

0 

0 

30,155 

0 

0 

MOO 

0 

0 

1,000 

0 

0 

1,000 

0 

0 

500 

0 

0 

200 

0 

0 

4,500 

0 

0 

3,000 

0 

0 

1,182 

0 

0 

the  three  separate 

BANKRUPTCY    AND    INSOLVENCY    ACCOUNTS. 


^DD 


(A). 


I.,  C.  &  A.'s  BALANCE  SHEET,  3rd  April  1897. 


Liabilities. 

Trade  Creditors  

Cash  Creditors 

Ditto  (paitly  secured)    . . 

Estimated    value    of 
securities    . . 


£     s  d 

9,015    o    o 
2.353    o    o 


Ditto  (fully  secure<l)      . .  I    10,435    o    o 

Estimated    value    of  j 

14,395    0    o 


securities    . . 

Surplus   (as    per 
contra) 


Liabilities  on  Bills  discounted 


Estimated  to  rank  for 
Preferential  Creditors 


3,960    o    o 


1,340    o    o 


£     s  d 

31,280    o    o 
6,643    o    o 


6,662    O    O 


2,128    O    o 


£46,712    o    o 


Assets. 

Cash  at  Bank 

Cash  in  hand 

Debtors 

Stock         

Fixtures  and  Furniture 

Surplus    from    Securities    (as    p«r 

contra) 

Partners'       Accounts       overdrawn, 
viz.  : — 

I 

C 

A 


s    d 


£ 
1,050 

843 

2,975 

30.155 

1,400 


d 
o 
o 
o 
o 
o 


3,960    o    o 


2,885 

2,26a 
1,182 


6,329    o    o 


£46,712    o    o 


I.'s  BALANCE  SHEET,  3rd  April  1897. 


Liahilities. 

Tradesmen's  Claims 

Cash  Creditors  (fully  secured) 

Estimated    value    of 
securities    . . 

Surplus  (as  per 
contra) 


Amount  due  to  firm  of  I.,  C.  &  A.  . . 


£  s  d 
2,578  o  o 
3,000    o    o 


422    o    o 


£     s   d 

697    o    o 


2,885    o    o 


£3,582    o    o 


Assets. 

Household  Furniture 

Surplus  from  Securities 
Life  Policy  (deposited  with  creditors 
of  joint  estate)  


£      s    d  I       £      s   d 

>     1,000    o    o 

422    o    o 


1,615    o    o 


Deficiency 


2,160    o    o 


£3,582    o    o 


C.'s  BALANCE  SHEET.  3rd  April  1897. 


Liabiltties. 
Tradesmen's  Claims 
Amount  due  to  firm  of  !.,€.&  A. 


s    d 


£      s    d 

119    o    o 

2,262    o    o 


£2,381    o    o 


A sstts. 

Household  Furniture 

Life  Policy  (deposited  with  creditors 
of  joint  estate)  


Deficiency 


£ 

•  • 

738 

s 

0 

d 

0 

£ 
1,000 

1,381 

s 
0 

0 

d 

0 

•• 

0 

£2.381 

0 

0 

A.'S  BALANCE  SHEET,  3rd  April  1897. 


l.iiibilities. 
Tradesmen's  Claims    . . 

Cash  Creditors 

Amount  due  to  fixm  of  L,  C.  &  A. 


r 

s 

<i 

i«;o 

0 

0 

510 

0 

0 

1,182 

0 

0 

£1,882 

0 

0 

Assets. 

Household  Furniture 

Reversionary  Interest  under  Will  of 

John  Smith  (deed.) 

Deficiency  


s    d 


£  s  d 

500  o  o 

200  o  o 

1,182  o  o 


£1,882    o    o 
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(B). 


Gross 
Liabilities 


37,922    o    o 
10.435    o    o 


y,oi5    0    o 


1,340    o    o 


2,128    o    o 


£60,840    o    o 


Gross 
Liabilities 


STATEMENT    OF    AFFAIRS. 
Re  I.,  C    &  A. 


LlAUIL'TlES 

(as  stated  and  estimated  by  debtor) 


Unsecured  Cre<litors,  as  i>tr  list  (A) 

Creditors  fully  secured,  as  |>er  Tist       £  s  d 

,  'B) . .         . .  10,435  o  o 

Estimated  value  of  Securities      , .  14,393  o  o 

Surplus -  3,960    o    o 

Less  amount  thereof  carried  to 
Sheet  (C) 

Balance  thereof  to  contra  . .  £3,960    o    o 

Creditors    partly  secured,    as  per  • 

list  (C)  9,015    o    o 

Less  estimated  value  of  Securi- 
ties           3,353    o    o 

Liabilities  on  Bills  discounted,  other  than 
debtors'  own  acceptances  for  value,  as  i>er 
list  (D),  viz.:—  £      s    d 

On     Accommodation     Bills    as 
drawer,  acceptor,  or  indorser 

On    other  Bills,   as    drawer  or 
indorser 1,340    o    o 

£1,340    o    o 

Of  which  it  is  exf>ected  will  rank  against  the 
Estate  for  dividend       . .         . .         . . 

Creditors  for  Rates,  Taxes,  Wages,       £      s    d 
&c.,  payable  in  full,  as  per  list 
(G) 2,128    o    o 

Deducted  contra      £2,128    o    o 


Exi)ccleil  to 
rank 


r     s  d 
3r.<j22   ij  o 


ASSKTS 

(as  stated  and  estimated  by  debtor) 


Estimated  to 
produce 


6,662    o    u 


£44,584    o    o 


Property,  as  |>erlist  (H),  \'u. : — 

(a)  Cash  at  Bankers         

(6)  Cash  in  hand 

((/)  Stock-in-trade  (cost  £  ) 

ie)  Machinery        . .        

U)  Trade  fixtures,  fittinits,  utensils,  &c. 
(i)  Other  property,  viz.  :— 

Estimated"    surplus     from    separate 
Estate  of  I 

Ditto  C 


Total  as  iwr  list  (H) 

Book  Debts,  as  i>er  list  (I),  viz. 
Good 


Surplus  from  Securities  in  the  hands  of  Credi- 
tors fully  secured  (per  contra) 


Deduct  Creditors  for  distrainable  Rent,  and  for 
preferential  Rates,  Taxes,  Wages,  Sherifi's 
charges,  &c.  (per  contra) 


1.050 
843 


1 ,400    o    o 


725 
881 


35.054    o    o 
2,975    o    o 

3,960    o    o 


41.989    O    O 


2,128     O     O 


Deficiency  explained  in  Statonent  (K)  . , 


39,861    o    o 
4.723    o    o 


£44.584    o   o 


STATEMEiNT  OF  AFFAIKS. 
Re  I. 


LlABlLlTIKS 

(as  stated  and  estimated  by  debtor) 


£       s    tl 
6y7    o    o 

2,578    o    o 


Unsecured  Creditors  as  per  list  {A) 

Creditors  fully  secured,  as  jier  list       £  s  d 

<B) 2,578  o  o 

Estiuiated  value  of  Securities      . .   3,000  o  o 

Surplus  422  o  o 

Less  amoimt  thereof  carried  to 
sheet  (C) 

Balance  thereof  to  contra         . .    £422  o  o 

Surplus  (to  Joint  Estate) 


£3,275    o    o 


Exi>ected  to 
rank 


£      s    d 
6y7    o    o 


725    o    o 
£1,422    o    o 


ASStKTS 

(as  stated  and  estimated  by  debtor) 


Estimated  to 
produce 


Property  as  per  list  (H),  viz.  :— 
(t)  Furniture 


Total  as  per  list  (II) 


Surplus  from  Securities  in  the  hands  of  Credi- 
tors fully  secured  (per  contra) 


£      s    d 


I,OUU     o     u 


i  I.OUO     u     o 


42a    O    o 


£1422    O    O 


BANKRUPTCY    AND    INSOLVENCY    ACCOUNTS. 


T57 


STATEMENT  OF  AFFAIRS. 
Re  C. 


Gross 

Liabilities 


L1ARI1.ITIKS 
(as  stated  and  estimated  by  debtor) 


Expected  to 
rank 


£ 
119 

s 

0 

d 

0 

£119 

0 

0 

Unsecured  Creditors  as  per  list  (A) 
SurpIus(to  Joint  Estate)    .. 


£ 

s 

d 

119 

0 

0 

881 

0 

0 

£1,000 

0 

0 

Assets 
(as  stated  and  estimated  by  debtor) 


Estimated  to 
produce 


Property,  as  per  list  (H),  viz. : 
(i)  Furniture 


Total  as  per  list  (H) 


1,000    o    o 


£1,000    o    o 


STATEMENT  OF  AFFAIRS. 


COMPOSITIONS. 

When  a  composition  is  accepted,  and  the  debtors  partnership  cases  the  rights  of  the  partners  inter  se 
continue  trading,  a  "  paper "  profit  is  made  by  i  must,  of  course,  be  considered,  as  shown  in  the 
them  upon  carrying  through  the  arrangement.     In  |  following 

PROBLEM. — M.  &  N.  being  in  difficulties,  effect  an  arrangement  with  their  creditors  under  which  the  estate  is 

to  vest  in  a  Trustee  to  be  realised  ;  15s.  in  the  £  paid  to  the  creditors,  and  the  balance  (if 
any)  returned  to  the  debtors  after  payment  of  costs.  The  creditors'  claims  amounted  to 
;f  1,700.  M.'s  capital  was  ;f5oo  in  credit,  N.'s  £2^0  overdrawn.  M.  handed  a  further  ;^ioo 
to  the  Trustee  out  of  his  private  estate  to  further  secure  the  payment  of  the  composition. 
The  partnership  assets  were : — Cash,  £^o ;  Debtors,  £750  (produced  ;f  700) ;  Machinery, 
Plant,  and  Furniture,  ;f8oo  (realised  ;f 400) ;  and  Stock  ^^350  (sold  for /"i 50).  Raise  the 
following  Accounts : — (i)  Firm's  Balance  Sheet ;  (2)  Trustee's  Cash  Account  (the  whole  costs 
were  £75) ;  (3)  Realisation  Account ;  (4)  Creditor's  Account ;  (5)  Profit  and  Loss  Account ; 
(6)  M.'s  Capital  Account ;  and  (7)  N.'s  Capital  Account. 


(I) 


BALANCE    SHEET. 


LiabUities.  £  z  A 
Capital  Accoatits  :— 

M.  in  credit        500  o  o 

N.  overdrawn 250  o  o 

Creditor!  


s    d 


250    o    o 
1,700    o    o 


1,950    o    o 


A ssets. 
Machinery,  Plant,  &c. 
Stock-in-  Trade 

Debtors  

Cash 


i:  s  d 

800  o  o 

350  o  o 

750  o  o 

50  o  o 


£1,950    o    o 


Re  A. 

i 

Gross 
Liabilities 

Liabilities 
(as  stated  and  estimated  by  debtor) 

Exp)ected  to 
rank 

Assets 
(as  stated  and  estimated  by  debtor) 

Estimated  to 
prodime 

1 

f 

£     s    d 
700    0    0 

Unsecured  Creditors  as  per  list  (A) 

£     s    d    1 
700    0    0 

Property,  as  per  list  (H),  viz.  :— 

(i)    Furniture         

(fc)  Other  property,  viz.  :— 

Reversionary    Interest    under  Will    of 
John  Smith  (deed.)         

Total  as  per  list  (H) 

£     s    d 

500    0    0 

2-.0    0    0 

£700    0    0 

£700    0    0 

£700    0    0 

( 
t 

._ 

1 

158 


ADVANCED    ACCOUNTINQ. 


(2) 


Dr. 


TRUSTEES    CASH    ACCOUNT. 


Cr. 


Receipts. 

To  Cash  

,,    Bcok  Debts 

,,    Machinery,  Plant,  &c.     . . 

„    Stock-in-Trade     .. 

,,  Amount  received  from  M. 


To  Balance 


£ 

s 

d 

50 

0 

0 

700 

0 

0 

400 

0 

0 

150 

0 

0 

100 

0 

0 

l^AOO 

0 

0  \ 

£50 

0 

0 

Payments. 

By  Costs  

„    Creditors,  composition  of  158.  in  the  £ 
„    Balance , 


£  •  d 

75  o  o 

1.275  o  o 

so  o  o 


;fl,400     O     O 


(3) 


Dr. 


REALISATION     ACCOUNT. 


Cr. 


^      o       .         .  ,  /        8     d 

To  Sundry  Assets \    1.950    o    o 


By  Cash  

„  Profit  and  Loss  Account 


£      s    d 

1,300    o    o 

650    o    o 


;fl,950     O     O 


(4) 


Dr. 


CREDITORS'     ACCOUNT. 


Cr. 


To  Cash 
„  Profit  and  Loss  Account 


£ 

8 

d 

1.275 

0 

0 

425 

0 

0 

;fl,700 

0 

0  1 

1 

By  Balance 


(5) 


£      t    d 
1,700    o    o 


£i,'joo    o    o 


Dr. 


PROFIT    AND    LOSS    ACCOUNT. 


Ct. 


To  Realisation  Account 
„   Expenses     .. 


£     s    d 

650    o    o 

75    o    o 


£725    o    o 


By  Creditors*  Account        

„   Balance,  viz. : — 

M.  ..         ....         ..    £iyi    o    O 

N.  150    o    O 


£      *    d 
425    o    o 


300    o    o 


^725    o    o 


(6) 


Dr. 


M.— CAPITAL    ACCOUNT. 


Cr. 


To  Profit  and  Loss  Account 
,.   Balance  down 


/  8  d 
150  o  o 
450    o    o 


/600    o    o 


By  Balance     .. 
„    Cash  Paid  to  Trustee 


By  Balance  down 


£  8  d 
500  o  o 
100    o    o 


;f6oo    o    o 


/450    o    o 


(7) 
Dr. 


N.— CAPITAL    ACCOUNT. 


To  Balance       

„  Profit  and  Loss  Account 


To  Balance  down 


£ 
250 

150 

8 
0 
0 

d 
0 
0 

;f40O 

0 

0 

;f40O      O      O 


CHAPTER    XV. 


LIQUIDATION    ACCOUNTS. 


TN  many  respects  the  accounts  in  Company  Liqui- 
'*•  dations  follow  the  lines  already  laid  down  by 
the  chapter  on  liankruptcy  and  Insolvency  Accounts. 
The  statutory  provisions,  however,  modify  these  to 
some  extent,  while  the  right  of  shareholders  inter 
sc — particularly  where  there  is  a  surplus — claim 
special  consideration. 

DIFFERENT  CLASSES  OF  LIQUIDATION. 

There  are  three  motles  of  liquidation  applicable 
to  companies,  (i)  Voluntary  liquidation.  (2) 
Voluntary  liquidation  under  the  supervision  of  the 
Court.     (3)  Compulsory  liquidation. 

VOLUNTARY    LIQUIDATION. 

With  regard  to  the  first,  it  need  only  be  said  that 
the  winding  up  is  conducted  by  a  liquidator 
appointed  by  the  shareholders,  and  that  the  pro- 
cedure is  one  involving  a  minimum  amount  of 
formalities.  There  is  no  statutory  necessity  for  a 
Statement  of  Aflfairs  and  Deficiency  Account,  or — to 
speak  more  accurately— the  late  officers  of  the  Com- 
pany cannot  be  called  upon  to  prepare  one.  When, 
therefore,  it  is  thought  desirable  to  compile  such  a 
Statement  for  the  information  of  creditors,  the  work 
devolves  upon  the  liquidator. 

It  is  usual,  but  not  compulsory,  for  the  liquidator 
every  time  he  declares  a  dividend  to  forward  there- 
with an  account  of  his  receipts  and  payments 
since  the  commencement  of  the  liquidation.  Such 
account  should  be  as  nearly  as  possible  upon  the 
same  lines  as  similar  accounts  in  Bankruptcy. 


If  the  winding-up  continues  for  more  than  one 
year,  the  liquidator  is  required  by  Section  139  of 
the  Companies  Art,  1862,  to  summon  a  General 
Meeting  of  the  Company  at  the  end  of  the  first  year 
and  at  the  end  of  each  succeeding  year,  or  as  soon 
thereafter  as  may  be  convenient,  and  to  lay  before 
such  meeting  an  account  showing  his  acts  and  deal- 
ings, and  the  manner  in  which  the  winding-up  has 
been  conducted.  The  account  referred  to  in  this 
section  is  an  ordinary  Account  of  Receipts  and 
Payments,  no  special  form  being  provided. 

When  the  winding-up  of  the  Company  has  been 
completed,  the  liquidator  is  required  to  summon  a 
final  meeting  of  the  Company,  and  to  submit  thereto 
'  his  final  account.  Again,  no  special  form  is  pre- 
scribed,  and  it  should  therefore  be  upon  the  same 
lines  as  the  preceding,  save,  of  course,  that  as  it  is  a 
final  account  it  should  show  the  ultimate  disposal 
of  all  monies  that  have  been  received.  All  vouchers 
should  be  produced  for  inspection.  The  view  is 
held  in  some  quarters  that  the  shareholders  at  this 
meeting  vote  the  liquidator's  remuneration,  and  that 
consequently  this  item  cannot  be  included  in  the 
final  accounts.  This  is  a  mistake.  The  shareholders 
are  not  required  to  vote  the  liquidator's  remunera- 
tion. It  merely  rests  with  them  to  approve  the 
account ;  and  if  they  do  so,  the  approval  of  the 
account  as  a  whole  constitutes  of  course  an 
approval  of  every  item  contained  therein.  If  they 
disapprove,  the  practical  effect  is  that  the  final  meet- 
ing has  not  been  "  held,"  and  consequently  the  Com- 
pany cannot  be  dissolved  under  the  provisions  of 


i6o 


ADVANCED    ACCOUNTING. 


LIQUIDATION    ACCOUNTS. 


i6i 


Section  143  of  the  Companies  Art,  1862.  The  thinks  just.  Under  Section  25  of  the  Companies 
meeting  ran,  however,  be  adjourned  from  time  to  Art,  1900,  any  creditor  has  a  like  power  to  apply  to 
time,  to  admit  of  the  accounts  bein<(  amended  to  the  the  Court,  should  he  be  dissatisfied  with  the 
satisfaction  of  the  contributories.  Beyond  this  remuneration  i)aid  to  the  liquidator,  or  with  any 
purely  negative  power,  the  only  course  open  to  the  other  matter  arising  out  of  the  liquidation, 
contributories  (or  any  one  of  them)  is  to  apply  to  | 

the  Court  under  Section  138  of  the  Companies  Act,  ;      The  following  is  an  example  of  a  liquidator's  final 
1862,  when  the  Court  will  make  whatever  order  it  |  account;  — 

PROBLEM. — The  Welsh  Mining  Company,  Lim.,  goes  into  voluntary  liquidation  on  the  30th  June  iqoi  with 

Trade  liabilities  ;^  1,200,  Cash  habilities  ;^i,050,  Kent  owing  £7^,  Wages  and  Rates  £^6. 
Debentures  ;f2,ooo.  On  the  debentures  six  months'  interest  at  6  per  cent,  per  annum  was 
due  on  the  date  of  the  winding-up  resolution.  After  a  lapse  of  six  months  the  leasehold 
property,  &c.,  are  sold  for  /"s.boo,  and  some  small  rents  have  come  in  amounting  to  £27  10s., 
whilst  a  niininium  rent  of  leasehold  at  £150  per  annum  has  been  growing  due  since  the  date 
ot  winding-up.  Make  up  the  Liquidator's  final  account,  allowing  £^f,  3s.  6d.  for  Law  Costs 
and  Outlays,  and  for  Liquidator's  remuneration  3  per  cent,  on  realisation,  and  2  per  cent,  on 
distribution  to  unsecured  creditors,  and  show  the  dividend  payable. 

THE    WELSH    MINING    COMPANY.    LIM.    (in  Liquidation). 


Dr. 


ACCOUNT    OF    LIQUIDATORS    RECEIPTS    AND    PAYMENTS 
To  Date  of  Final  Meetino 1902. 


Cr. 


To  Proceeds  of  Realisation  of  Property. 
.    Rents  Received 


(Note  : — (1)  The  rent,  although 
not  strictly  preferential,  uould 
have  to  be  paid  in  full  before 
the  property  could  be  transferred 
to  a  purchaser  unencumbered. 
(2)  Interest  on  debentures  XiOuld 
run  to  date  of  repayment). 


£     s    d 

3,600    o    o 

27  to    o 


3,627  10    o 


£3,627  10    o 


By  Law  Costs  and  Outlays 
,    Liquidator's  Remuneration,  viz.  :— 
3  %  on  £3,617  10s.  realised  . . 
2  %  on  £1,125  distributed     . . 

Total  costs  of  Windinj5-UB 
«   Prcfprential  and  Secured  Creditors :—  } 

Waces  and  Kates        

Rent  (one  year) 

l-)ebentures  

Debenture  Interest  (one  year) 

,    Unsecured  Creditors  :— 

First  and  final  Dividend  of  i»s.  in 
the  £  upon  £2,250 

1 


£    » 

d 

£    * 
43  3 

d 
6 

108  16 

6 

22  10 

0 

131  6 

6 

1 

176  10 

0 

'   56  0 

ijo  0 

2,000  0 
ISO  0 

0 
0 
0 
0 

2,326  0 

0 

•  • 

1,123  0 

0 

1 

£3.627  10 

0 

^^ 

LIQUIDATION   UNDER  SUPERVISION. 

So  far  as  the  accounts  are  concerned,  the  pro- 
V!.sions  here  are  in  all  respects  the  same  as  in  the 
case  of  a  voluntary  liquidation  conducted  without 
the  supervision  of  the  Ct»urt,  save  that  the  liqui- 
dator's remunt*rati<»n  is  fixetl  by  the  Court,  and 
subject,  of  ((jur.se,  t< »  any  special  directions  that  the 
Court  may  give  with  regard  to  the  rendering  of 
aci'ounts. 


COMPULSORY    LIQUIDATIONS. 

The  procedure  when  the  Court  makes  an  order  for 
a  Company  to  be  wound  up  is  entirely  different  from 
the  preceding.  In  the  first  place,  instead  of  the 
liquidator  being  ap|)ointed  by  the  .shareholders,  the 
Official  Receiver  becomes  ipso  facto  provisional 
liquidator  immediately  uix^n  the  passing  of  the  order 
for  the  winding-up.  It  is  the  duty  of  the  directors 
to  submit  to  this  official  a  Statement  of  Affairs, 


prepared  iii  the  prescribed  form,  which  follows  very 
closely  the  lines  prescribed  for  Statements  of  Affairs 
in  Bankruptcy.  A  printed  copy  of  this  statement 
{i.e.,  of  the  "  front  sheet "  and  the  Deficiency 
Account)  is  forwarded  by  the  Oflficial  Receiver  to 
every  shareholder  and  every  creditor,  and  it  is  of 
interest  to  note  that  the  practice  is  to  include  in  that 


form  only  those  items  in  the  prescribed  form  against 
which  figures  actually  appear.  That  is  to  say,  no 
"  blank "  items  are  included.  The  following 
example  shows  clearly  the  prescribed  form,  and  the 
method  of  filling  it  up  ;  but  for  the  sake  of  complete- 
ness, every  item  has  been  included,  even  where  no 
such  assets  or  liabilities  arise  in  the  example  given. 


PROBLEM. — From  the  following  prepare  a  Statement  of  Affairs  and  Deficiency  Account  of  A.,  B.  &  Co., 

Lim.,  as  on  31st  December  1901,  under  the  Companies  (Winding-up)  Act,  1890.  The 
capital  consists  of  7  Founders'  Shares  of  ;{'io  each,  £^  per  Share  called  up  and  paid  and 
2o,ooo  Ordinary  Shares  of  ;f  i  each,  all  called  up  : — 


Debtors  (Good) 

„         (Doubtful)  estimated  to  produce  50  per  cent. 
If        ^xsaoj         ...  ...  ...  ... 

Buildings,  Engines,  &c.,  valued  at 

Unsecured  Creditors 

Secured  Creditor,  holding  Mortgage  of  buildings,  &c. 

Partly  secured  Creditors  (security  £i,$oo) 

Liabilities  on  Bills  Discounted  (;{'28o  to  rank) 

Bills  Receivable — ;f  350  valued  at 

Managing  Director's  Salary,  owing  for  five  months    ... 

Weekly  Wages  unpaid 

Calls  on  Ordinary  Shares  unpaid  (estimated  to  produce 

^5  /•••  ••"  •••  •••  ••• 

Uncalled  Capital— seven  ;fio  Shares,  £^  unpaid 
Bank  Account  overdrawn 
Cash  in  hand 


£ 

8,175 
3,160 

1.874 


13,209 
10,672 
10,267 

7.175 

4.203 

1,700 

280 

250 

I  So 

85 

35 

19 

7 


1 62 


ADVANCED    ACCOUNTING. 


♦  Insert  full 
name  of  Com- 
pany. 

Gross 
Liabilitit'S 


COMPANIES    (WINDING-UP). 
IN  THE  MATTER  OF  THE  COMPANIES  ACTS.  1862  to  1898. 

AND 

IN  THE  MATTER  OF  *  A.  B.  &  COMPANY,  LIMITED. 

Statement  ok  Affairs  on  the  31st  day  of  December  1901,  the  date  of  the  Winding-up  Order. 

n.)    AS    KEG\RDS    CREDITORS.  


Liabilities 


10536    o 


-.175    ^    o 


4,201    o    o 


1,700    o    o 


•  3.497 

•  • 

0 

0 

3.497 

0 

0 

4.503 
1,500 

0 
0 

0 

0 

Dtibtsand  Liabilities,  viz.: — 
((j)  Uii^»curi(l  Creditors,  ;is  pi  r 

(Stilenutiibei)        list  "  A  " 
(/')  Creilitors      fully      s.-curcd  f       s    «l  1 
(not  including   I")<'b<'mnr<- 
Holders)  as  per  list  ••  li  "        7,175    o    o 
Kstiiiiate<l   value  of  Se- 
curities     10,672    O    O 


Estimated  surplus  £ 
Carried  to  list  "C  "     £ 

lialaiice  to  contra  {(!)    £ 

(r)  Creditors  partly  secured,  as 
per  list  "C" 
Less  estimated  value  of 
Securities 


Estimated  to  rank  Utr  Divi(len<l 
((/)  Liabilities  on  iSills  Discounted      £"     s    d 
other    than    the    Company's 
own  acceptances  for  value,  as 

per  list"])" 1,700  o  o 

Of  which  it  is  expected  will  rank  for 

Dividend 

(e)  Other  Liabilities,  as   per   list       /    s    d 

"E"        

Of  which    it    is   expected    will    rank 
against  the  Assets  for  Dividend 


Expected  to 
Kank 


■fl      (1      o 


Assets 


180    o    o 


£23.794    o    o 


(/)  Loans  on  Debenture  Honds, 
as  per  list  "F"  deducted 
contra.. 

ig)  Preferential  Creditors  for 
Kates,  Taxes,  Wages,  &c.. 
as  per  list  "G"  deducted 
contra 


/    8    d 


180    o    o 


Estimated  Surplus  (if  any)  after  meeting 
Liabilities  of  Company,  subject  to  cost  of 
Liquidation 


2,703    o    o 


280    o    o 


£13.519    o    o 


{a)  I»roperty,  .is  per  list  "  H."  vi/.  :— 

(rt)  Cash  at  bankers 

(/')  Cash  in  Hand         

(i )  Stock-in-Trade 

(Estiniatc:d  Cost,  £ 

((/)  Machinery 

le)  Trade  Fixtures,  Fittinus,  Utensils,  &c 

(/)  Investments  in  Sharrs,  Sec 

(a)  Loans  on  Mortgaue  ..         ..         .• 

(H)  Other  I*ropf!rty,  viz.  :— 


Estimated  to 
I*roduce 

£  «   d 

TOO 


(h)  Book  Debts,  as  per  list  "  I,"  vi/.  :— 
Good        


Doubtful, 
liad 


£  s  d 
3,160  o  o 
1,874  o  o 


£5.034   o  o 


7    o 
8,175    o 


Estimated  to  pro«luce        

(c)  Bills  of    Exchange  or   other   similar     £      «    d 
securities  on  hand,  as  per  list  "J  "..     350    o    o 

Estimated  to  produce        _    . . 

(rf)  Surplus  from  Securities  in  the  hands  of  Creditors 

fully  secured  (per  contra)  (fc)    . . 
(«)  Unpaid  Calls,  as  per  list  •' K  "          ..      £85    o    o 
Estimated  to  produce        

Estimated  Total  Assets 

Deduct  Loans  on  Debenture  Bonds 
secured  on  the  Assets  of  the  Company 
as  i>er  contra  ( /) 

Estimated  Net  .Assets 

Deduct  Preferential  Creditors,  as  per 
contra  (x)        

Estimated  Amount  available  to  meet  Unsecured 
Creditors  subject  to  cost  of  Liquidation 

Estimated  Deficiency  of  Assets  to  meet  Liabilities  of 
the  Company,  subject  to  cost  of  Liquidation 


i,5.So    o    0 


£13,519    o    o 


280  o 

3.497  o 

50  o 

13.389  o 


13.589 

0 

0 

180 

0 

0 

13.409 

0 

0 

MO 

0 

0 

£13.519 

0 

0 

The  Nominal  Amount  of  Unpaid  Capital  liable  to  be  called  up  to  meet  the  above  Deficiency  is  £35. 

(II.)     AS    REGARDS    CONTRIBUTORIRS.  


Capital  Issued  and  Allotted,  viz.  :  — 

7  Founders'  Shares  of  £10  per  Share 
(7  Shareholders). 
Amount  called  up  at  £5  per  Share,  as  per 

list-L"         

20,000  Ordinary  Sluires  of  £1  per  Share 
(420  Shareholders). 
Amount  called  up  at  £1  per  Share,  as  per 

list"M"        

I^eference  Shares  of  £ per  Share 

( Shareholders). 

Amount  called  up  at  £ ]wt  Share,  as 

perlisfN" 

la)    Ad<l    par-    (it) 
ticulars  of  any 
other  capital. 

Less  Unpaid  Calls  estimated  to  Imj  irre- 
coverable        

Aild  Dilicitncy  to  iiioet  Liabilities  as  alwve 


£    s    d 


35    o    o 


20.000    o    o 


£     s    d 


£20,035    o    o 
35    o    o 


20,000    o    o 
110    o    o 


£20,1 10    o    o 


Estimated  Surplus  as  above  (if  any)  subject  to  costs 
of  Liquidation 


Total  Deficiency  as  explained  in  Statement  "O  " 


£     s    d 


ao,ito   o    o 


£20,110    o    o 


1, of make  oath  and  say  that  the 

foregoing   Statement   and  the  several   Lists  hereunto  annexed  marked  "A,"  "  B,"  "C,"  "D,"  •*  E,"  *•  F,"  "  G,"  "  H,"  "I,"  "J,"  "  K,"  "  L," 

'« M,"   "  N,"    and  I'.q  j^)  ■•  ^^^^  *o  '^«^  ^^^*^  °^  '">  l«nowledge  and  belief,  a  full,  true,  and  complete  statement  of  the  affairs  of  the  above-named 

Company,  on  the day  of i        ,  the  tlate  of  tlie  winding-up  order. 

Sworn  at \ 

in  the  County  of.. 


this. 


.day  of 7 

Before  me 


Signature 
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List  "  A."— UNSECURED  CREDITORS. 
The  Names  to  be  arranged  in  alphabetical  order  and  numbered  consecutively.  Creditors  for  ;£'io  and  upwards  being  placed  first. 

Notes.— I.  When  there  is  a  contra  account  against  the  Creditor,  less  than  the  amount  of  his  claim  against  the  Company,  the  amount  of  the 

Creditor's  claim  and  the  amount  of  the  contra  account  should  be  shown  in  the  third  column,  ami  the  Balance  only  be  inserted 

under  the  heading  "Amount  of  Debt,"  thus:—  ^  , 

£       s      d 

Total  amount  of  Claim 

Less :  Contra  Account 

No  such  set-off  should  be  included  in  List  "  I." 

2.  The  particulars  of  any  Bills  of  Exchange  and  Promissory  Notes  held  by  a  Creditor  should  be  inserted  immediately  below  the  name 

and  address  of  such  Creditor. 

3.  The  names  of  any  Creditors  who  are  also  Contributories,  or  alleged  to  be  Contributories,  of  the  Company  must  be  shown  separately, 

and  described  as  such  at  the  end  of  the  List. 


No. 

Name 

Address  and  Occupation 

Amount  of 
Debt 

Date 

when  Contracted 

Consideration 

Month 

Year 

, 

£       s      d 

List  "B."— CREDITORS  FULLY  SECURED  (NOT  INCLUDING  DEBENTURE  HOLDERS). 


No. 


Name  of  Creditor 


Address 
and  Occupation 


Date  when 

Amount  of     Contracted 

Debt 


Consideration 


Particulars  of 
Security 


Date      Estimated 
when        N'alue  of 
given   I    Security 


Estimateil 
Surplus 

from 
S«-curitv 


€     s  d 


List  "  C."— CREDITORS   PARTLY  SECURED. 
(State  whether  also  Contributories  of  the  Company.) 


No. 


Name  of  Creditor 


Address 
and  ()ccu|)ation 


I    Date  when 

.\mount  of      Contracted 

Debt . 


Month 


/:  s  d  I 


Year 


Con'-ideration 


Particulars  of 
Security 


Month 

and 

Estimated 

Balance 

Year 

N'alue  of 

of  Debt 

when 

Security 

I'nsecurei! 

given 

£     s    d 


s    d 


M    2 


i 
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List  "  D."— LIABILITIES  OF  COMPANY  ON  BILLS  DISCOUNTED  OTHER  THAN  THEIR  OWN 

ACCEPTANCES  FOR  VALUE. 


No. 

Acceptor's  Name,  Address,  and 
Occupation 

Whether 

liable  as 

Drawer  or 

Indorser 

Date  when 
due 

Amount 

Holder's  Name,  Address,  and 
Occupation  (if  known) 

Amount 

expected  to 

rank  for 

Dividend 

» 

m 

£      s      d 

£      *     d 

List  "  E."— OTHER  LIABILITIES. 
Full  particulars  of  all  Liabilities  not  otherwise  Scheduled  to  be  given  here. 


No. 

Name  of  Creditor  or 
Claimant 

Address  and  Occupation 

Amount  of 
Liability 

or 
Claim 

Date  when 
Liability  incurred 

Nature  of 
Liability 

Consideration 

Amount 

expected  to 

rank  against 

Assets  for 

Dividend 

Month      '    Year 

£      8     d 

■ 

£    •    d 

List  "F."— LIST  OF  DEBENTURE-HOLDERS. 

The  Names  to  be  arranged  in  alphabetical  order  and  numbered  consecutively. 
Separate  Lists  must  be  furnished  of  holders  of  each  issue  of  Debentures,  should  more  than  one  issue  have  been  made. 


No. 


Name  of  Holder 


Address 


Amount 


£      s     d 


Description  of  Assets  over  which 
Security  extends 


List  "  G."— PREFERENTIAL  CREDITORS  FOR  RATES,  TAXES,  SALARIES,  AND  WAGES. 


No. 

Name  of  Creditor 

Address  and 
Occupation 

Nature  of  Claim 

Period  during 
which  Claim 
accrued  due 

Date 

when 

due 

Amount 

of 
Claim 

Amount 

payable  in 

hill 

Difference 

ranking  for 

Dividend 

• 

£    s    d 

£    s    d 

£      s     d 
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List  "  H."— PROPERTY. 
Fall  particulars  of  every  description  of  property  not  included  in  any  other  lists  are  to  be  set  forth  in  this  list. 


Full  Statement  and  Nature  of  Property 


(a)    Cash  at  Bankers 

(6)    Cash  in  hand 

{t)     Stock  in  Trade,  at 


((f)  Machinery,  at 

(c)  Trade  Fixtures,  Fittings,  Office  Furniture,  Untensils,  &c. 

[State  particulars]       (/)  Investments  in  Stocks  or  Shares,  &c. 

[State  i>articularsj       (g)  Loans  for  which  Mortgage  or  other  security  held 

(*)  Other  Property,  viz.  :— 


Estimated  Cost 


Estimated  to 
Produce 


List  "I."— DEBTS  DUE  TO  THE  COMPANY. 
The  names  to  be  arranged  in  alphabetical  order,  and  numbered  consecutively. 

Note. — If  any  Debtor  to  the  Company  is  also  a  Creditor,  but  for  a  less  amount  than  his  indebtedness,  the  gross  amount  due  to  the  Company 
and  the  amount  of  the  Contra  Account  should  be  shown  on  the  third  column,  and  the  balance  only  be  inserted  under  the  heading 


"Amount  of  Debt,"  thus:— 


Due  to  Company    . . 
Leu :  Contra  Account 


s     d 


No  such  claim  should  be  included  in  Sheet  "A." 


No. 

Name  of  Debtor 

Residence 
and  Occupation 

Amount  of  Debt 

Good           Doubtful           Bad 

1 

Folio  of  Ledger 
or  other  book 

where 

particulars  to 

he  fbiMid 

When 
Contracted 

Month    Year 

Estimated 

to 
Produce 

■ 

Particulars  of  any 

Securities 

held  for  Debt 

■ 

£    s  d 

£    s    d 

£     s    d 

£    s  d 

List"]."— BILLS  OF  EXCHANGE,  PROMISSORY  NOTES,  &c..  ON  HAND  AVAILABLE  AS  ASSETS. 

No. 

Name  of  .\cceptor  of 
Bill  or  Note 

Address,  &c. 

Amount  of 
Bill  or  Note 

Date  when  due 

Particulars  of  any 
Estimated  to    1    Property  held  as  Security 
Produce        1             for  Payment  of 
Bill  or  Note 

£     s    d 

£       s     d 

i 
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Con-  Ko.  in 

secutive  Share 

No.  KfnistiT 


List  "  K."— UNPAID  CALLS. 

Naiiif;  of  SharilioKkr  I  Aililrcss  ami  Occupation 


Con- 
secutive 
No. 


Register 
No. 


No. 


Con- 
secutive 
No. 


KeKister 
No. 


Register 
No. 


No.  of 

Shares 

held 


Amount 

of  Call 

|>er  Share 

un)iaid 


Total 

Amount 

(hie 


£■    s   d 


T 


£    *   d 


Hstimaled 

to 

realise 


List  "  L."— LLST  OF  FOUNDERS'  SHARKS 
Nanio  of  Shareiiulder 


Address 


Nominal  No.  of 

Aniuunt  of        Shares 

Share  held 


Amount 
|>cr  Share 
called  up 


Total 

Amount 

call<!d  up 


List  "  M."— LLST  OF  ORDINARY  SHARKS. 


Name  of  Shareholder 


Address 


Nominal  No.  of 

Amount  of       Shares 

Share  held 


Amount 
per  Share 
called  up 


£     »    d 


Total 

Amount 

called  op 


£    *   d 


List  "  N. "— LIST  OF  PREFERENCE  SHARES. 


Name  of  Shareholder 


Address 


Nominal 
Amount 
of  Share 


No.  of 

Shares 

held 


Amount  Total 

per  Share       Amount 
called  up      called  up 


£  s  ,1     r  »  d 
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LIST    "().    (i)."     DEFICIENCY    ACCOUNT 
(i)  Deficiency  Account  where  Winding-up  Order  made  within  thkee  vkaks  ov  formation  of  Company. 


I.  Gross  Proht  (if  any)  arising  from  carr\ing  on 
business  from  date  of  formation  of  Company  to 
date  of  Winding-up  Order 


II    Deficiency  as  per  Suteinent  of  Affairs. 


Total  amumit  to  be  accounted  for        . .     (■') 


£      s  d 

i,::(>7    u    o 


20,110    o    o 


jfai.377    o    o 


I.  Expenses  of  carrying  on  business  from  date  of 
formation  of  Company  to  date  of  Winding-up 
Order,  viz.: — 


Salaries  and  Wages 

Rent,  Rates,  and  Taxes. . 

Miscellaneous  Trade  Ex|>enses 

Depreciation     written     oft    in 
Company's  Books 

Interest  on  Loans 


£  s  d 

2,500  o  o 

i,ouu  o  o 

288  o  o 

10,000  o  o 


II.  Bad  Debts  (if  any)  as  i>it  List  "  I."  (») 


13.7 '>    c    o 


2,8j4    o    o 


III.  Directors'  Fees  from  date  orforiuation  of  Company 

to  date  of  Winding-up  Order         \       1,250    o    o 


IV.  Dividends  paid  (if  any)  from  date  of  formation  of 
Company  to  date  of  Winding-up  Order 


V.  Losses    on    investments    realised    from    date  of 
formation  of  Company  to  date  of  Winding-up 
Order  (exclusive  of  <lepreciation  written  off  as  1 
abovi'),  vi/.  (') 


VL  Depreciation    on     ProiKrty     not    written    off  in 
Com|>any's  Hooks,  vi/.  (') 


VII.  Oilier  Lossi>  ami  l-;x|KMises  (if  any)  (->  frcm  date 
of  formation  of  Com|>any  to  date  of  Winding-up 
Onler,  vi/.  (') 


;,^oo    o    o 


VIII.  Unpaid  calls  . .   as  per  List  "  K  " 


Less :  Amount  taken 
credit  for  in 
front  sheet  as  _ 
estimated   to  f 
be      realised  | 
therefrom       / 


do. 


£   s-d 
85    o    o 


50    o    o 


Balance  estimated  as  irrecoverab 


Total  auiuunl  accounted  f 


(') 


3        O        I) 


£21.377    o    o 


Each  Sheet  must  be  signed  and  dated  thus  :— 
Notes.— (*)  This  list  must  show  when  debts  were  contracted. 

Sif^nature 


(«)  Here  add  ^larticulars  of  other  losses  or  expenses  (if  an v) 
and  liabilities  (if  any)  for  which  no  consideration  rcceivt'd. 
(")  These  figures  should  agree. 

(*)  Where  particulars  are  numerous  they  should  be  inserted 
in  a  separate  Schedule. 


DuUd. 


•••••••ISO 
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LIST    "O.    (2)."     DEFICIENCY    ACCOUNT. 
(2)  Deficiency  Account  ^.•hcre  Winding-up  Order  made  more  than  three  years  after  formation  of  Company. 


I.     Excess  of  Assets  over  Capital  and  Liabilities  on 
the  (»)  day  of  i8         (if 

any)  as  jier  Cciniany's  Balance  Sheet 


II.    Gross  profit  (if  any)  ari  inj^  from  carrying  on  busi- 
ness from  the  (i)  day  of  i8 


III.     Deficiency  as  per  Statement  of  .\ffairs 


(Note  the  difference  here,  as  compared  xcith 
Form  "  O.  (i)."  At  the  date  of  its  formation 
a  Company  has  neither  Assets  nor  Liabilities 
(although  of  course  it  may  subsequently  adopt 
liabilities  incurred  before  that  date) ;  if,  how- 
ever, the  account  does  not  date  back  to  the  date 
of  registration,  a  starting  balance  must  be 
taken  into  account,  as  in  the  Bankruptcy  Form, 
uhich  sec.) 


Total  amount  to  be  accounted  for 


..   (■■)  £ 


1.     Excess  of  Capital  and  Liabilities  over  Assets 
on  the  (I)  day  of  i8 

(if  any),  as  per  Company's  Balance  Sheet      . . 

11.    Expenses  of  carrying  on  business  from  the 
(>)  day  of  i8 


VIZ.  :  — 

Salaries  and  Wages 

Rent,  Kates,  and  Taxes    . . 

Miscellaneous  Trade  Exin-nscs. . 

Depreciation  written  ofl  in  Com- 
pany's BoiAs       

Interest  on  Loans 


£     5    d 


III.  Bad  Debts  (if  any)  as  i)tr  List  "I,"  I').. 

IV.  Directors'  Fees  from  the  (i)                         day 
of  i»         

V.    Dividends  {laid  (if  any)  since  the  (i) 

day  of  |g      

VI.    Losses   on    Investments   realised    since    the 
(')  day  of  i8 

exclusive  of  Depreciation  wTitten  oil  as  above, 
viz.  (*) 

^'II.    Depreciation  on  Property  not  written  ofl  in 
Company's  Books,  viz.  (*)  

VIII     Other  Losses  and  Ex^teiibes  (if  auy)  (8)  uuce 
the  (1)                    day  of 
i8         viz.  (4)  

r    s  d 

IX.  Unpaid  calls  . .  as  i>cr  List  "  K." 
Leu:  Amount  taken  credit  for 
in  front  sheet  as  esti- 
mated to  be  realised 
therelrum,  as  per  List 
"K."         


Balance  estimated  as  irrecoverable 

Total  amount  accounted  for        .,        ..(•')£ 


NoTis.— (I)  Three  years  before  date  of  Winding-up  Order. 

(»)  This  List  must  show  when  debts  were  contracted. 

a!  Ilr  ""^"^  P^7"'"^  °^  °'»^«'  '""'-■^  o"-  e^'Pe^-es  (if  any)  and  liabilities  (if  any)  for  which  no  consideration  received. 

(*)  W  here  particulars  are  numerous  they  should  be  inserted  in  a  separate  Schedule. 

(')  These  figures  should  agree. 


s    d 
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List  ■•  P.-— IN    SUBSTITUTION    FOR    SUCH    OF    THE    LISTS    NAMED    "A"   TO    "  O "    AS 

WILL    HAVE    TO    BE    RETURNED    BLANK. 


List 


A 
B 
C 
D 

E 
F 
G 
H 
I 

J 
K 
L 
M 
N 


Particulars,  as  \Hir  Front  Sheet 


Remarks 

Where  no  particulars  are  entered  on  any  one  or  more 

of  the  Lists  named  ''A  "  to  "O"  the  word  "Nil" 

should  be    inserted    in   this   column   opposite   the 

particular  List  or  Lists  thus  left  blank. 


Unsecured  Creditors 

Creditors  fully  secured  (not  includiuK  debenture-holders) 

Creditors  partly  secured       . . 

Liabilities  on  Bills  discounted   other  than    the   Company's  own  acceptances 
for  value 

Other  liabihties 

Loans  on  Debenture  Bonds  

Preferential  Creditors  for  rates,  Uxes,  wages,  &c 

Property  . .        . .  • 

Book  Debts        

Bills  of  Exchange  or  other  similar  securities  on  hand       

Unpaid  Calls 

Foimders'  Shares        .. 

Ordinary  Shares  

Preference  Shares       

Deficiency  Account 


Signature. 


Meetings  of  creditors  andofcontributories  resptjc- 
tively  are  convened  by  the  Official  Receiver,  and  at 
these  meetings  the  permanent  liquidator  of  the 
Company  is  appointed.  If  the  creditors  and  con- 
tributories  do  not  agree  upon  a  liquidator,  the  Court 
makes  the  appointment.  An  Official  Receiver  may 
be  permanently  apjjointed  as  liquidator.  The 
accounts  to  be  kept  by  the  liquidator  in  a  compul- 
sory liquidation  are  upon  the  same  lines  as  in  bank- 
ruptcy.    That  is,  they  are  restricted  to  an  account 


Dated igo 


of  cash  receipts  and  payments,  kept  in  the  pre- 
scribed form,  and  supplemented  by  a  Trading 
Account  where  the  business  of  the  Company  is 
carried  on  pending  realisation.  As  in  bankruptcy, 
the  liquidator  is  required  to  pay  all  monies  received 
into  an  account  opened  for  that  purpose  at  the  Bank 
of  England,  unless  special  leave  has  been  given  for 
an  account  to  be  opened  at  a  local  bank. 

The    prescribed    forms    of    Cash    Book,    Cash 
Account,  and  Trading  Account  are  as  follow :  — 
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EXAMPLE: 


LlOUlDAtlON    ACCOUNTS. 


t7t 


Companies   (Winding-up)    Act,    1890. 


IN    THE 


Comp.'inies   Liquidation    No. 


COURT. 


(>: 


f   I 


CASH     BOOK. 


///  the  matter  of. 


COMPANY'S    CASH     BOOK. 
RFXEIPTS. 


Date 


Particulars 


Total 


Drawn 
from 
Bank 


£    «    d    1     £    8    d 


Debts 
Collected 


Proi>erty 
Keali&cii 


£    8    d         £    s    d 


Receipts 

from 

Securities 

held  by 

Creditors 


CalU 


u 

o 
as 
i» 


£    s    d 


£  s  d 


£  s  d 


PAYMENTS. 


Date       Particulars 


o 

u 
« 

u 

3 

o 


ToUl 


£    s    d 


Ltjt-hand  tid«.\ 


PAYMENTS. 


Pftidinto 
Bank 


Costs  of  Realisation 


•9 
c 

N 
V 

•o 

2f 

H 

O 
"PI 


e 
o 


a. 


S 
u 


in  Q, 
•*  3 


^ 


US' 


£  •  d 


o 

.sis 
rt  b  « 

«  SF3 
c  <*  2. 


vJ   -  wo  J. 

-.     «   3   «• 


Qi  C  y 

"  2  i 


«s;^      o 
i  «  S  fe  a 

.2  8  3>U 

0<   O-J- 

O  o< 


2  ^^ 

s  o 


-  o 


a; 


£    s    d     £    »    d 


£    »    d 


£    6    d 


2  "4: 


£    s    d      £    s    d 


c 

c« 


.5  * 

o 
Z 


£   s  d 


c.E 

4)-0 
^_3 
'Co 

c  c 


"0 

9 

o 

Us 

:2* 

c 

41 

u 


"O 
U   -J) 

o  S 
■^  u 
VI  3 

S  o 

3  u 

B 
>.. 

.-a 

a. 


a. 


£    s    d 


d  ,   £    s    a 


o 

u 
o 


B 
>< 
19 

a. 
u 

as 


£    s    d 


s   d 


{Right-hand  sida. 
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EXAMPLE: 

Cash  Book    i 
Filing  Copy  ) 

In  the 

In  the  matter  of 


THE    COMPANIES    (WINDING-UP)     ACT,     1890. 


Coart 


CASH   BOOK. 


No. 


oft 


Date 


Receipts 


Total 


I    8    d 


Drawn 
from 
Bank 


£    s    A 


Date 


Payments 


Voucher 
No. 


Total 


£    «    d 


Paid  into 
Bank 


£    8    d 


LIQUIDATION     ACCOUNTS. 
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EXAMPLE 


No.   3. 


LIQUIDATOR'S    TRADING    ACCOUNT. 


Insert  here 
the  name  of 
the  Company. 


Insert  here 
the  name  of 
the  Liquidator. 


the  Liquidator  of  the  above-named  Company  in  account  with  the  Estate. 


[see  over. 
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Dr. 


RECEIPTS 


i>ATi: 


/        s      .1 


S 
I 


i 


I 


! 


M 


LIQUIDATION    ACCOUNTS. 
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PAYMENTS. 


Cr. 


f     -     .1 


O 
8 


1 


i 


a 


{Pittf 


iquidator. 
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RETURNS  TO  BOARD  OF  TRADE. 


order  of  the  Court,  both  at  the  conclusion  of  the 


Under  Section  15  of  the  Companies  (Winding-up)  li(|uidation  and  at  the  end  of  each  year  during  which 

Act,  1890,  every  liquidator  is  required  to  forward  to  the  liquidation  continues.    The  prescribed  forms  are 

the  Board  of  Trade  a  Statement  of  Accounts  in  con-  given  on  the  following  pages,  and  will  be  readily 

nection   with   each   company   of  which    he  is   the  understood, 
liquidator,  whether  it  be  wound  up  voluntarily  or  by 


LIQUIDATION    ACCOUNTS. 
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EXAMPLE: 


No.  of     ) 
Company  ) 


No.    75. 


Form  of  Statement  of  Receipts  and  Payments  and  General  Directions  as  to  Statements. 


(1.)     Every  Statement  must  be  on  sheets  13  inches  by  16  inches. 

(3.)  Every  Statement  must  contain  a  detailed  account  of  all  the  liquidator's  realisations  and  disbursements 
in  respect  of  the  Company.  The  Statement  of  Healisations  should  contain  a  record  of  all  receipts  derived  from 
assets  existing  at  the  date  of  the  windinf^-up  order  or  resoiuiion  and  subsequently  realised,  including  balance  in 
Rank.  Hwk  Debts  and  Calls  Collected,  Property  Sold,  &c.  ;  and  the  account  of  disbursements  should  contain  all 
payments  for  costs  and  charges,  or  to  creditors,  or  contributories.  Where  property  has  been  realised,  the  gross 
proceeds  of  sale  must  be  entered  under  realisations,  and  the  necessary  payments  incidental  to  sales  must  be  entered 
as  disbursements.  These  accounts  should  not  contain  payments  into  the  Companies  Liquidation  Account  or 
payments  into  or  out  of  Bank,  or  temporary  investments  by  the  liquidator,  or  the  proceeds  of  such  investments 
when  realised,  which  should  be  shown  separately  : — 

(a)    by  means  of  the  Bank  }*ass  Book  ; 

(6)    by  a  separate  detailed  statement  of  moneys  invested,  and  investments  realised. 

Interest  allowed  or  charged  by  the  Bank,  Bank  commission,  &c.,  and  profit  or  loss  upon  the  realisation  of 
temporary  investments,  should,  however,  be  inserted  in  the  accounts  of  realisations  or  disbursements,  as  the  case 
may  be.  Each  receipt  and  payment  must  be  entered  in  the  account  in  such  a  manner  as  sufficiently  to  explain  its 
nature.  The  receipts  and  payments  must  severally  be  added  up  at  the  foot  of  each  sheet,  and  the  totals  carried 
forward  from  one  account  to  anothir  without  any  intermedia'e  balance,  so  that  the  gross  totals  shall  represent  the 
total  amounts  received  and  paid  by  the  liquidator  respectively. 

(3  )  When  the  liquidator  carries  on  a  business,  a  Trading  .\ccount  must  be  forwarded  as  a  distinct  account, 
and  the  totals  of  receipts  and  payments  on  the  Trading  .\ccount  must  alone  be  set  out  in  the  Statement. 

(4.)  When  dividends  or  instalments  of  compositions  are  paid  to  creditors,  or  a  return  of  surplus  assets  is  made 
to  contributories,  the  total  amount  of  each  dividend  or  instalment  of  composition,  or  return  to  contributories, 
actually  paid,  must  be  entered  in  the  Statement  of  Hisbursements  as  one  sum;  and  the  liquidator  must  forward 
separate  accounts  showing  in  lists  the  amount  of  the  claim  of  each  creditor  and  the  amount  of  dividend  or 
composition  payable  to  each  creditor,  and  of  surplus  assets  payable  to  each  contributory,  distinguishing  in  each  list 
the  dividends  or  instalments  of  comf>osition  and  shares  of  surplus  assets  actually  paid,  and  those  remaining 
unclaimed.     Each  list  must  be  on  sheets  13  inches  by  8  inches. 

(5.)  Credit  should  not  be  taken  in  the  Statement  of  Disbursements  for  any  amount  in  respect  of  liquidator's 
remuneration,  unless  it  has  been  duly  allowed  by  resolution  of  the  Company  in  general  meeting  or  by  order  of 
Court. 


Size  of  Sheets 

Form  an<l  con- 
tents of  Sute- 
ment 


TradingAccount 


Dividends,  &c. 


LIQUIDATOR'S     STATEMENT    OF    ACCOUNT. 

Pursuant  to  Section  15  of  the  Companies  {Winding-up)  Act,  1890. 


Name  of  Company 


Nature  of  proceedings  (whether  wound  up  by  \ 
the  Court,  or   under  the  supervision  of 
the  Court,  or  voluntarily) 


Date  of  commencement  of  winding-up 
Date  to  which  Statement  is  brought  down 
Name  and  Address  of  Liquidator 


This   Statement   is  required   in   duplicate. 
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Liquidator's    Statement    of    Account 


REALISATIONS 


Date 


Of  whom  received 


Nature  of  Assets  Realised 


Drought  forward 


Amount 


£       »       d 


Carried  forward 


! 


1 

! 
1 


I 


2 
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pursuant  to  S.  15  of  the  Companies  (Winding-up)  Act,  1890. 


I 


e 


9 

0 

M 

m 

•o 

0 


Date 


? 
a 


g 


DISBURSEMENTS. 


To  whom  paid 


Nature  of  Disbursements 


Amount 


Brought  forward 


£        s        d 


Carried  forward    .. 


•  NoTE.-No  balance  shoi.ld  be  shown  on  this  Account,  but  only  the  total  Realisations  and  Disbursements,  which  should 
oe  earned  forward  to  the  next  Account. 

[Turn  Ovek] 


N  2 
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ANALYSIS     OF    BALANCE. 


i 


Total  Realisations 

Disbursements 


The  Balance  is  made  up  as  follows:— 

1.  Cash  in  hands  of  Liquidator 

2.  Amounts  invested  by  Liquidator   . . 

{as  per  separate  account  heretvith) 
L»ss  Amounts  realised  from  same 

Balance  of  amount  invested 


3.    Total  Payments  into  Bank  including  Balance  at  date  of 
commencement  of  winding-up 

{as  per  Bank  Book) 

Total  withdrawals  from  Bank 


Balance     . . 


Balance  at  Bank 
4.    Amount  in  Companies'  Liquidation  Account  ..  •• 

Total  Balance  as  shown  above  £ 


NOTE— The   Liquidator   thould   also   ttate— 

(i.)    The  amount  of  the  estimated  assets  and    (    ^Assets  ..     £ 

liabilities  at  the  date  of  the  commence-   j 
ment  of  the  winding-up  ..         ..    ^     *  Liabilities      ..     £ 

♦The  amount  stated  should  be,  respectively,  the  assets  available   for  divUlend  (U.,  not  charged  to  securrd  creditors  or  debenture-holders) 
and  the  unsecured  liabilities  ranking  for  dividend. 


(2.)    The  total  amount  of  the  capital  paid   t    Paid  up  in  cash 


.     £ 


up  at  the  date  of  the  commence-   v    Issued  as  paid  up  other 


ment  of  the  winding-up 


( 


wise  than  for  cash    ..     £ 


(3.)    The  general  description 

estimated    value    of    wui.-    j 
standing  assets  (if  any)    ..    \ 


ription  and    f 
le    of    out-  i 


(4.)  The  causes  which  delay 
the  termination  of  the 
winding-up 


(5.)    The  period  within  which  the  winding- 
up  may  probably  be  completed 
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EXAMPLE 


No.   75    E. 


No.  of  Company 


SUMMARY    OF    LIQUIDATOR'S    ACCOUNTS 

[UNDER    RULE    127   B    (2)]. 


No.  of  Company 


Nature  of  proceediuj^s  (whether  wound  \ 
up  by  the  Court  or  under  the  super-  - 
vision  of  the  Court,  or  voluntarily)  ...  ) 


Date    of    couunencenient    of    winding 
up 


•  •  ■  •  ■ 


ng  I. 
•••  I 


Date  to  which   Statement  is    brought  ) 

UOWU  •••  •••  •«•  «a*  •••) 


Name  and    Address    of    Liquidator 


(To  be  forwarded  in  Duplicate). 
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Account   of  Realisations  and  Disbursements  pursuant  to 


From 


RECEIPTS. 


I    ^ 


Amount  of  calls  (if  any)  realised 


Amount   of  other  assets  realised 


Interest  on  investments  made  by  the  liquidator 


Trading  receipts 


Other    receipts 


a, 


of 


the  liquidator  of  the  above-named  company,  make  oath  and  say  that  the  above  statement  ii>  a  full  and  true 
summary  of  my  receipts  and  payments  in  the  winding-up  of  the  company  from  the  day  of 

I         ,  to  the  day  of  I         ;  that 

all  dividends,  instalments  of  composition,  and  shares  of  surplus  assets  which  have  remained  unclaimed  or 
undistributed  for  six  months  have  been  paid  into  the  Companies'  Liquidation  Account,  and  that  the  minimum 
balance  of  other  money  representing  unclaimed  or    undistributed  assets  which  I  have  had  in  my  hands  or  under 


A 
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Section   15  of   the  Companies   (Winding-up)   Act,   1890. 
To  , 

PAYMENTS. 


I 

I 


I 


% 


I 

I 
1 


B 


Amount  paid  to  secured  creditors 

Amount  paid  to  preferential  creditors 
Amount  paid  to  unsecured  creditors 
Amount    returned    to    contributories 


Costs,  namely : — 

(a)    Law  costs. 


(6)     Liquidators's  remuneration 
(c)    Other  costs 

Trading  payments 

Other  payments 


s     I     d 


my  control  during  the  six  months  immediately  preceding  the  date  to  which  the  above  statement  is  brought  down  is  £ 


$iu0vn  (tt 


this 


day  of 


Before  me. 
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NOTE.— The  Uquidator  should  also  state— 

(i.)  The  amount  of  the  estimated  liabilities  at  the  date  of 
the  commencement  of  the  winding-up 

(2.)  The  general  description  and  estimated  value  of  out- 
standing assets  (if  any)           

• 
\ 

- 
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(3.)  The    causes    which    delay     the    termination    of    the 
winding-up         . .         . .         . .         . .         . .         •  • 


(4.)  The  period  within  which  the  winding-up  may  probably 
be  completed      ..         ..         .. 


£       •       d 


(5.)  The  balance  of  realised  funds 


Invested 
S    In  Bank 
^  In  Hand 


Total  ..         ..  £ 


It  should  be  adtlcd  that  all  unclaimed  dividends 
in  voluntary  liquidations  must  he  paid  into  the 
Com[)anies'  Liquidation  Arrount  at  the  Bank  of 
Kngland,  and  a  detailed  return  thereof  submitted 
to  the  Hoard  of  Trade.  All  monies  that  have  been 
in  the  hands  of  a  voluntary  liciuidator  for  twelve 
months  must  also  be  |)aid  into  this  a^^count,  and  ran 
only  be  drawn  out  again  as  required  for  the  purposes 
cf  the  liquidation.  The  necessary  forms,  both  for 
paying  in  and  drawing  out,  are  issued  by  the  Board 
of  Trade,  and  it  is  important  that  the  directi«jns 
given  on  these  forms  l>e  carefully  observed,  if  it  is 
desired  to  avoid  delay  in  obtaining  the  repayment  of 
monies  from  the  Comjianies'  Liquidation  Account. 

RETURNS   TO    SHAREHOLDERS. 

Where  a  surplus  remains  in  the  liquidator's  Ivands 
after  payment  <tf  all  <'osts  and  creditors'  <laims,  it 
must  be  distributed  among  the  sharehoKlers  in 
accordance  with  their  respective  rights.  These 
rights  are  covered  by  the  Company's  Memorandum 
and  Articles  of  Association.  If  the  Memorandum 
and  Articles  make  any  special  class  (or  classes)  of 
shares  preferential  as  regards  caiiital,  these  must  be 
paid  in  full  before  any  surplus  is  available  for  distri- 
bution among  shareholders  who  are  not  so  preferretl. 
For  example,  Preference  Share  Capital  must  usually 
(although  not  necessarily  always)  be  returned  in  full 
before  anything  is  returned  on  account  of  Ordinary 
Share  Capital  ;  but  no  arrtars  of  preference  divi- 
dend are  payable  until  all  Capital  has  been  returned 
in  full,  because  dividends  upon  shares  are  only 
payable  out  of  profits. 


Theoretically,  all  unpaid  Capital  should  be  called 
up  by  the  liquidator  before  adjusting  the  rights  of 
cf)ntril)iitories.       For    examj>lc,    uncalled     Ordinar)- 
Capital  might  require  to  be  called  up  to  enable  a 
repayment  of  Capital  to  be  made  to  the  holders  of 
Preference  Shares.     In  practice,  however,  calls  art* 
never    made    unnecessarily,    and    c«jnsequently    the 
Ca[)it:d  wouM  not  be  called  up  if  it  were  clear  at  the 
outset  that  it  would  immediately  afterwards  have  to 
be  returned  to  the  same  shareholders.     Thus,  if  the 
assets  have  realised  sufficient  to  enable   Preference 
Capital  to  be  returned  in  full,  any  Capital  uncalled 
on  Ordinary  Shares  would  not  usually  be  called  up, 
because  when  received  it  would  merely  have  to  be 
returned   to   the  ordinary  shareholders   again.      An 
exception    to    this   rule   arises,    however,    where    a 
different  amount  has  been  called  up  upon  groups  of 
the  sanic  class  of  shares.     For  example,  w  here  some 
Ordinary   Shares    are    fully    paid    and    others    only 
[)artly  paid  up,  in  order  to  adjust  the  rights  of  the 
ordinary  shareh<jlders  iukr  sc  it  may  be  necessar)-  to 
call  u^)  a  part  of  the  uncalled  Cai)ital.     From  nvjst 
points  of  view,  the  shareholders  of  a  Company  may 
be  regarded  as  co  partners,  and  as  untler  the  heading 
of  Partnership  Accounts  it  was  shown  that  ujjon  a 
final    adjustment  it   was   necessary   to   charge  each 
lurtner  with  his  proper  share  of  the  loss  incurred,  or 
to  credit  each  partner  with  his  profxjr  share  of  the 
profit  earned,  as  the  case  may  be,  so  in  Companies, 
shareholders  of  a  like  class  must,  at  the  final  adjust- 
ment, be  left  losing  {01  gaining)  the  same  amount 
per  share.     The  following  example  shows  clearly  the 
working     out     of    the     general     principle     already 
descril»ed :  — 


PROBLEM.— In  the  voluntary  winding-up  of  the  Barclutha  Electric  Light  Company,  Lim.  (whose  uudertakinj; 

has  been  purchased  by  the  local  authority),  the  Liquidator  having  realised  all  the  assets 
finds  that  the  funds  on  hand  amount  to  ;f  10,525-  These  are  subject  to  the  Liquidator's 
remuneration  and  costs  of  liquidation,  including  estimated  cost  of  closuig  the  liquidation, 
which  together  amount  to  £74^- 


4 
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The  amounts  due  to  Creditors  are  : —  £ 

Preferable  Debts    ...  ...  ...  ...  ...  285 

Ordinary  Creditors  ...  ...  ...  ...  4»320 

The  Capital  of  the  Company  is  as  follows  : — 

Preference  Shares  having  a  preference  as  to  Capital,  as  well  as 
to  dividends : — 

500  Shares  of  ;^io  each  fully  paid  up  ...  ...  5»ooo 

Ordinarj-  Shares : — 

2,000  Shares  of  /"lo  each  fully  paid  up  ...  ...        20,000 

2,500  Shares  of  ;{'io  each  ;^8  per  Share  paid  up...  ...        20,000 

With  the  exception  of  the  provision  that  the  500  Preference  Shares  have  a  preference 
as  to  capital,  as  well  as  to  dividends,  there  are  no  special  provisions  in  the  Memorandum  or 
Articles  of  Association  as  to  the  distribution  of  the  assets  in  a  winding-up. 

Draw  up  a  scheme  showing  the  order  in  which  the  Liquidator,  in  accordance  with  his 
duty,  should  apply  the  realised  funds,  and  state  the  mode  in  which  he  should  adjust  the 
rights  of  the  different  classes  of  shareholders  among  themselves,  showing  the  actual  results 
in  figures. 

THE     BARCLUTHA    ELECTRIC     LIGHT    COMPANY,     LIM.     (in    Liquidation). 

ACCOUNT      OF      LIQUIDATORS      RECEIPTS      AND      PAYMENTS 
To  date  of  Final  Meeting 190. . . . 


To  Realisation  of  Assets : — 
(Show  details) 


By  Costs  of  Liquitlation  :  — 
(Show  details) 


Proceeds  of  Call  of  £\  per  Share  on 
2,500  Ordinary  Shares  of  £10  each, 
making  same  £g  i>er  Share  paid  up  . . 


10,525    o    o 


2,500    o    o 


Creditors  paid  in  full : — 
Preferential  Claims 
Unsecured  Claims 


Return  to  Shareholders:  — 
Preference  Shares,  500  Shares  of  £10  1 
each,  fully  paid,  returned  in  full 

Ordinary  Shares,  2,000  Shares  of  £10 
each,  fully  paid,  return  of  23/-  per 
Share  

Ordinary  Shares,  2,500  Shares  of  £10 
each,  £9  per  Share  i>aid,  return  013/- 
pcr  Share   


£13,025    o    o 


NOTE.— Shareholders  uj  the  saiiu  cluss  must  leave  off  losing,  or  guiiiiiig,  the  same  amount  per  Shan:  In  this  case 
all  the  holders  of  Ordijiary  Shares  lose  £S  17s.  0(/.  per  Share.  If  any  Shareholders  failed  to  pay  the  call  made  by  the 
Liquidator,  their  Shares  would  be  forfeited,  and  they  would  not  participate  in  the  final  return  in  respect  of  those  Shares. 


RECONSTRUCTIONS  AND  AMALGAMATIONS.        | 

Cases  frequently  arise  under  which  part,  or  all,  of 
the  assets  of  a  Company  in  lifjuidation  are  sold  to 
another  Company,  and  the  purchase-price  received, 
either  wholly  or  partly,  in  fully  (or  partly)  paid  up 
shares  in  that  Company.  Sometimes  the  purchasing  ' 
Company  also  takes  over  the  liabilities  of  the  Com- 
pany in  liquidation.  As  a  rule,  such  an  arrangement 
was  foreseen  at  the  time  that  the  vendor  Company 
went  into  liquidation,  and  the  scheme  is  commonly 
described  as  a  "  Scheme  for  Reconstruction."    The  , 


term  is,  however,  not  a  legal  one,  and  does  not  very 
accurately  describe  what  takes  place,  seeing  that  the 
old  Company  is  not  in  fact  "reconstructed,"  or 
•'  revivified,"  but  wound  up  and  dissolved  in  the  usual 
way;  while  the  purchasing  Company  is  legally  an 
entirely  different  undertaking,  although  it  is  often 
registered  under  the  same  (or  some  very  similar) 
name.  Several  problems  of  some  intricacy  arise  in 
connection  with  Reconstructions,  but  these  are  best 
considered  in  a  separate  chapter. 


CHAPTER   XVI. 


RECONSTRUCTIONS     AND    AMALGAMATIONS. 


TT  has  already  been  stated  that  the  term  "  Kecon- 
A  struction"  is  usually  (although  somewhat 
inaccurately)  applied  to  a  scheme  under  which  a 
Company  goes  into  liquidation  for  the  express  pur- 
pose of  selling  the  whole,  or  some  portion,  of  its 
undertaking  to  another  Company  formed  for  that 
specific  object.  The  term  is  also  generally  used 
where  such  an  arrangement  is  effected,  even 
although  it  was  not  in  contemplation  at  the  date 
when  the  Vendor  Company  went  into  liquidation. 
Where,  however,  the  undertaking  of  a  Company  is 
sold  to  another  Company  already  in  existence,  the 
process  is  described  as  an  "  Amalgamation,"  and  the 
latter  term  is  also  used  to  describe  the  arrangement 
under  which  the  undertakings  of  two  or  more  Com- 
panies are  combined,  even  although  the  purchasing 
Company  may  be  specially  formed  to  carry  the 
arrangement  into  effect. 

RECONSTRUCTIONS. 

In  .spite  of  these  distinctions  between  Reconstruc- 
tions and  Amalgamations,  however,  the  necessary 
accounts  in  connection  with  each  process  are  very 
similar.  So  far  as  the  accounts  of  the  Vendor  Com- 
pany are  concerned,  it  is  probable  that,  in  practice, 
the  books  would  not  be  actually  closed,  as  it  is 
generally  thought  desirable  to  keep  the  books  as 
they  stood  up  to  the  date  of  liquidation,  and  for  the 
Liquidator  to  keep  his  own  accounts  quite  separate. 
None  the  less  is  it  important  that  the  actual  nature 
of  the  transactions  should  be  fully  understood  by  the 
reader,  and  this  will  doubtless  best  be  done  by 
following  the  entries  that  would  be  necessary  to 
completely  close  the  books,  were  it  thought  desirable 
to  do  so. 


Naturally,  the  closing  entries  have  much  in 
common  with  the  corresponding  entries  in  the  case 
of  a  partnership  that  is  completely  wound  up.  A 
variation,  however,  occurs  in  that  the  chief — if  not 
the  only — return  to  the  shareholders  will  be  in  the 
form  of  fully  (or  partly)  paid-up  shares  in  the  new 
Company.  To  enable  such  a  distribution  to  be 
effected,  the  first  step  is  to  adjust  the  rights  of  con- 
tributories  inter  se,  and  for  that  purpose  to  "  settle  " 
a  List  of  Contributories.  As  regards  the  latter,  the 
formalities  prescribed  by  statute  must  be  duly 
observed.  With  regard  to  the  former,  it  need  only 
be  mentioned  that,  as  in  the  case  of  ordinary  liquida- 
tions so  in  reconstructions,  the  rights  of  contributories 
inter  se  must  be  "  adjusted,"  and  for  this  purpose 
it  is  necessary  that  the  same  amount  per  share  should 
be  called  up  upon  all  shares  of  the  same  class.  The 
proceeds  of  the  Calls  so  made  will,  of  course, 
increase  to  a  corresponding  extent  the  cash  balance 
available  for  distribution  among  the  contributories 
as  a  whole. 

So  far  as  the  pure  basing  Company  is  concerned, 
the  position  of  affairs  is  quite  simple,  and  diflfers  in 
no  way  from  that  of  any  ordinary  Company 
acquiring  a  going  concern.  The  mere  fact  that  the 
Vendor  is  the  Liquidator  of  a  Company,  instead  of 
a  firm  or  a  promoter,  makes  no  difference  whatever 
in  the  form  of  the  necessary  opening  entries. 

These  preliminary  remarks  will  enable  the  reader 
to  trace  without  difficulty  the  working  out  of  the 
following  problem,  which  relates  to  a  comparatively 
simple  state  of  aflfairs  :  — 


I 
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PROBLEM. — The  **  B  "  Company  Koesinto  voluntary  liquidation  on  joth  September  lyoi.  Its  assets  appear  in 

the  books  as  follows : — 

Cost  of  Properties         ...  ...  ...      ^^150,000 

Machinery  and  Stores  ...  ...  ...  12,000 

Its  liabilities  are /;25,ooo,  and  its  Capital  (fully  paid-up)  /;20o,ooo.  The  assets  are  sold  to 
the  ♦*  C  "  Company,  Liin.,  for  ;f  100,000,  payable  in  Shares  of  that  Company  of  £\  each, 
credited  with  16s.  8d.  per  Share  paid,  and  /"io.ooo  in  cash,  which  just  sutlices  to  pay  the 
liabilities  and  liquidation  costs. 

(.*)  Close  the  books  of  the  "  B  "  Company. 

(b)  Show  the  opening  entries  in  the  books  of  the  •*  C  "  Company. 

(rt)  On  the  30th  September  1901  the  Balance  Sheet  of  the  "  B  "  Company  stotxi  as  follows:— 

li.\LANCE  SHEET,  30th  September  1901. 

II  Assets. 


Liabilities. 


Capital 
Creditors 


£      s   d 

200,000    o    o 
25,000    o    o 


£225,000    o    o 


Property 

Machinery  and  Stores 

Profit  and  Loss  Account 


£  s  d 

150,000  o  o 

I2,000  O  O 

63,006  O  O 


;£225,000      O      O 


In  Journal  form  the  closing  entries  would  be  as  follow : — 

JOURNAL,  190X. 

30th  September. 
Realisation  Account    . .         . .         . .         . .         . .         . .         . .         . .         . . 

To  Properly  

,,   Machinery  and  Plant  

"C"  Company 

To  Realisation  Account 

Realisation  Account 

To  Liquidation  Costs 

Profit  and  Loss  Account        

To  Realisation  Account 

Cash         

Shares  in  "  C  "  Company  (120,000  of  £1  each,  i6s.  8d.  per  Share  paid) 

To  "C  "Company  

Creditors  . .         

Liquidation  Costs        

To  Cash 

Capital  Account 

To  Profit  and  Loss  Account 

Capital  Account  

To  Shares  in  "  C  "  Company 

(Being  a  distribution  at  the  rate  of  3  "  C  "  Shares  (i6s.  8d.  per  Share  paid  up)  for  each  5 
Shares  held  in  the  "  B  "  Company.) 


£  8     d 

162,000    o    o 


130,000    o    o 

5,000    o    o 

37,000    o    o 


30,000    o    o 
100,000    o    o 


25,000    o    o 
5,000    o    o 


100,000    o    o 


100,000    o    o 


£       •    d 

150,000    o    o 
12,000    o    o 


130,000  o  o 

5,000  o  o 

37.000  o  o 

1 30,000  o  o 

30,000  o  o 

100,000  o  o 

100,000  o  o 
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(b)  The  opening  entries  in  "  C  "  Company's  Journal  are  as  follow 


JOURNAL,    TQOi. 

30th  5?«»ptember 

Property  Account        

Machinery  and  Stores 

I'reliminary  Expenses  

To  Liquidator  of  "  B  "  Company        

Liquidator  of  "  B  "  Company  

To  Cash 

„   Share  Capital  Account  (120,000  Shares  of  £1  each,  issued  with  i6s.  8d.  per  Share 
paid  up,  as  per  contract  dated  — 1901.   adopted  — if)Oi,  filed  — 1901) 


£  s  d 

113,000  o  o 

12,000  o  o 

5,000  o  o 


130,000    o    o 


£  s  d 

1 30,000  o  o 

30,000  o  o 

100,000  o  o 


Assuming  that  the  "C  "  Company  has  issued  the  remainder  of  its  Capital  (say,  30,000  Shares)  for 
cash,  and  that  a'l  Shares  are  fully  paid  up,  the  P^alance  Sheet  of  the  "  C  "  Company  will  appear  as 
follows : — 


Liabilities. 
Share  Capital : 

150,000  Shares  of  £t  each  fully  paid 


BALANCE    SHEET 
£       s    d 


150,000    o    o 


;fi50,ooo    o    o 


Assets. 
Property  (at  cost) 
Machinery  and  Stores 

Cash        

Preliminary  Expenses 


£ 

s 

d 

113.000 

0 

0 

12.000 

0 

0 

20,000 

0 

0 

5.000 

0 

0 

iJi5o,ooo 



0 

0 

■ 

^^ 

NOTES.— {a)  The  purchase  price  is  £1^0,000, payable  in  Cash  ami  Shares ;  as  the  Shares  are  only  partly  paid  up, 
the  number  issued  is  increased  proportionately,     (b)  It  is  assumed  (i)  that  the  Machinery  and  Stores  are  worth  their 
book  value,  othertAse  the  cost  of  the  property  would  be  increased  pro  rata  ;  (2)  That  the  "  J3  "  Company  has  paid  the 
costs  of  registering  the  "  C  "  Company,  in  which  case  the  ;f  5,000  is  best  treated  as  Preliminary  Expenses  ;  it  might 
however,  be  added  to  the  cost  of  property  instead.  ' 


"ABSORPTIONS." 

Where  an  undertaking  as  a  whole  is  sold  to  an 
already  existing  Company,  the  clcxsing  of  the 
Vendor  Comjjany's  accounts  is  uix)n  the  same  lines 
as  in  a  Reconstruction,  while  the  opening  entries 
in  the  purchasing  Company's  accounts  involve  no 
new  principle.  A  practical  variation,  however,  arises 
in  that  as  a  rule  the  business  that  is  being  bought  ] 
and  sold  is  a  valuable  one,  so  that  instea<l  of  the 
transactions  resulting  in  a  loss  being  realised  by  the 
shareholders  of  the  VemUir  Company  there  is 
usually  a  profit.  Such  profit  may  arise  fr^m  any  one 
of  the  following  causes,  or  from  all :  — 


(a)  From  the  price  paid  for  Goo«hvill  being  in 
excess  of  the  amount  (if  any)  at  which  that 
item  stands  in  the  books  of  the  Vendor 
Comjiimy. 

(A)  From  the  fact  that  Reserves  which  the  Vendor 
Comi)any  has  in  the  [last  thought  it 
prudent  to  maintain  need  no  longer  be 
regarded  as  liabilities  in  the  accounts. 

(c)  From  the  fact  that  the  intrinsic  value  of  the 
shares  received  in  payment  (or  jiart  pay- 
ment) of  the  purchase-price  is  in  excess  of 
their  nominal  value. 


I  go 
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Ver  contra  the  entries  in  the  books  of  the  Pur- 
chasing Company  recording  the  purchase  may 
require  any  (or  all)  of  the  following  points  to  be 
borne  in  mind  :  — 

{a)  The  purchase-price  j)aid  may  exceed  the  value 
of  the  tangible  assets  acquired  (or  the 
excess  of  such  tangible  assets  over  the 
liabilities  taken  over). 

(3)  It  is  necessary  that  at  all  events  the  floating 
assets  taken  over  should  not  be  entered  in 
the  books  at  a  figure  in  excess  of  their 
actual  value. 

(c)  The  shares  of  the  purchasing  company  may  (in 
fact)  be  issued  at  a  premium,  or  at  a 
discount. 


A  careful  perusal  of  the  following  example  will 
enable  the  proper  treatment  in  connection  with  all 
these  various  points  to  be  traced.  It  only  remains 
to  be  stated  that  unless  the  contract  of  sale 
expressly  states  that  the  Purchasing  Company  takes 
over  the  liabilities  of  the  Vendor  Company,  these 
liabilities  must  be  paid  by  the  latter;  but  where 
property  passing  is  specifically  charged  with  the 
repayment  of  certain  liabilities,  it  can  only  be  con- 
veyed subject  to  the  charge,  so  that  in  such  cases 
the  liability  would  have  to  be  taken  over,  unless 
special  arrangements  were  made  for  its  redemption. 


PROBLEM. — The  Rufus  Iron  and  Steel  Company,  Lim.,  of  Birmingham,  is  purchased  or  absorbed  by  the 

Blackrod  Iron  and  Steel  Company,  Lim.,  of  Darlington,  on  31st  December  1901,  and  is 
afterwards  carried  on  as  a  Branch  Works  only.  The  consideration  for  the  purchase  or 
absorption  is  the  discharge  of  the  Debenture  Debt  at  a  premium  of  10  per  cent,  and  a  pay- 
ment in  cash  of  £-]  los.,  and  the  exchange  of  three  £\  Shares  in  the  Blackrod  Company, 
of  the  market  value  of  £z  los.  per  Share  for  every  Share  in  the  Rufus  Company. 

The  following  is  the  Balance  Sheet  of  the  Rufus  Company  when  taken  over : — 

BALANCE    SHEET. 


LiahiVxt'iet, 

£ 

Capital — 60,000  £\o  Shares  fully  paid      . 

600,000 

Debenture  Stock        

280,000 

Sundry  Creditors       

39»754 

Workmen's  Savings  Bank 

21.205 

Insurance  Fund          

10,000 

Reserve  Fund 

65,000 

Revenue  Balance       

5,662 

l^ 

[,021,621 

Assets. 

Land  and  Buildings 

Plant  and  Machinery,  »&c 

Patterns  and  Drawings        

A  nlCUlo  •••  •••  •••  •••  ••• 

Work  in  Progress  and  Stocks  on  hand 

Furniture  and  Fittings         

Cash  in  hand   ... 

Cash  at  Bankers         

Sundry  Debtors  


£ 

189.855 

435.492 

5,000 

9.577 
21x452 

1.444 
120 

77.396 

91.255 

/"i, 02 1, 62 1 


{a)  Make  the  necessary  closing  entries  in  the  books  of  the  Rufus  Company. 

(6)  Open  the  books  of  the  Blackrod  Company,  so  far  as  they  relate  to  these  transactions. 
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^^^-  JOURNAL,  1901. 

r,^  ,.    ..       .                                        3i8t  December. 
Realisation  Account 

To  Sundry  Assets  (specified)        \\        '.\        \\        \\        \\        "        " 
Cash         ..        .. 

Realisation  Account ' 

To  Debentures  (premium  on  redemption)        ..        .'        "        \\        \\ 

Insurance  Fund  ~ 

Reserve  Fund     . .        . .        \\        \\        \ 

Revenue  Balance  . .        .'.        

To  Realisation  Account      .'.* 

Debentures        

ToCash  ..        .*.        *'.        **        \\        "        

Sundry  Creditors  . .         , . 

Workmen's  Savings  Bank      ..         ..         '.'         

To  Cash  ',        \\        \\        *  *         

Share  Capiul " ^  ~  ~~ 

Realisation  Account    . .        .  

ToCash     ..     ..     ;;     ;;     ;;     ;•     

"   Sh"**'"  Blackrod  Co.  (being  a  distribution  of 'ik  ilid.  (n'ekrly)  iA  the*/: 
m  cash,  and  15s.  in  the  £  in  Shares  of  the  BlackoKJ  Co.)    . .        . .        . . 


£         s  d 
1,021,621  o  o 


758,000  o  o 

450,000  o  o 

•  • 

28,000  o  o 


10,000  o  o 

65,000  o  o 

5,662  o  o 


308,000  o  o 


39.754  o  o 
21,205  o  o 


600,000  o  o 
239,041  o  o 


(B). 


JOURNAL,  1901. 


Land  and  Buildings 3  ist  December. 

Plant  and  Machinery,  &c " 

Patterns  and  Drawings 

Patents 

Work  in  Progress  and  Stocks  on  hand      . 

Furniture  and  Fittings  

Cash  in  hand 

Cash  at  Bank     . .        . .        *  *        

Sundry  Debtors  . .        . .        *. '.        \\        '' 

To  Liquidator  of  Rufus  Company  ! '. 

Liquidator  of  Rufus  Company        

To  Cash  (for  Debenture  Debt)      ! ! 
..Do 


£ 
189,885 
435.492 

5,000 

9.577 
211,452 

1.444 
120 

77.396 

91.255 


d 
o 
o 
o 
o 
o 
o 
o 
o 
o 


1,021,621     o    o 


•■  ^^^£:i[,%V^rSrnuf^r  ^'f  -'-•'-•^■«  f"yP>«  -  per 

' 

„  Premium   on    Issue  of  Shares  (being  excess  of  value  of  Assets  acauired 
over  cash  and  nominal  value  of  Shares  issued)  .  acquired 
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£         s  d 

1,021,621    o  o 

1,208,000  o  o 

28,000  o  o 

80,662  o  o 

308,000  o  o 

60.959  o 

389,041  o  o 

450,000  o  o 


s   d 


1.021,621  O  O 

308,000  o  o 

450.000  o  o 

180,000  O  o 

83,621  o  o 


r;,.al^IfL/;;.";lao^  ^^  ^f.\^^'f  Blackrod  Shares  at  their  market  value, 

the  assumption  that  the  Goodwm  of  th^^^^^^^  ''^^   ^presumably)  been  carried  through  on 

Reserves,  give  a  total  pro/it  oTtLdealof£^^^^  f^'"'  f  t^  I?  '^'^  ^^^^^ue  balance  and 

for  the  shareholders.    InthebooksoftJuPurchaXnf^^^^  live  debenture-holders  take  £28,000,  leaving  ;^239,04i 

be  regarded  as  of  par  value.  ItalZrfth^^^^^^^  ?•''''  ^"f'/!f  "^'  ^^''  Company  s  own  Sharet can  only 

Shares  in  cash  paid  for  -he  d7er  Z^  isti7amnunfZ'l  '^"^^'''^  ^83.631  more  than  the  nominal  value  of  the 
of  treating  the  mattei  would  be  to  rail  a  GoodJ^^Tcount^Z^TRT^^^^  T\'''^  "I  '^''  "^"^-  ^  "other  iay 
the  issue  to  £270,000  ^  30s.  per  Share  on  it^^yZL^jJ^L^^  "^J'f'    ^'^"^    raise   the  premium  on 

probably  be  at  once  appL  Lards  -^T^f 'S.^^^  -^ 
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AMALGAMATIONS. 

Tt  is,  perhai)s,  unnecessary  to  iK)int  out  that  the 
closing    entries    in    the    Vendor's    books    are    not 
aflFerted  by  any  consideration  as  to  the  exact  constitu- 
tion of  the  purchasing,'  Company,  while  the  mere  fact 
that    the    latter    may    arranpro    to    simultaneously  ; 
ncquire  the  undertakings   of  two  or   more  different  | 
Companies  presents  no  new  feature,  in  that  the  oi>en- 
ing   entries    in    respect   of   each    purchase    will,    of 
course,  have  to  be  kept  entirely  distinct.     Tt  remains, 
however,  to  consider  the  most  convenient  method  of 


arranging    the    term§    under    whiih    two    separate 
Companies  shall  amalgamate  their  resources. 

In  practice,  complications  sometimes  arise  in  the 
adjustment  of  these  amounts,  owing  to  the  amalga- 
mations being  the  result  of  a  bargain  which  has  not 
taken  into  consi«leration  any  detailed  examination 
of  their  respective  positions,  although  in  o[)ening 
the  books  of  the  new  Company  such  detailed 
investigation  is  essential.  What  is  meant  here  will 
perhaps  be  best  understood  by  consi«lering  in  detail 
the  following  example:  — 


PROBLEM.— Two  Mining  Companies  agree  to  amalgamate  upon  the  bar.is  that  the  value  of  their  respective 

assets  shall  be  taken  at  the  figures  appearing  in  the  books.     State  what  you  think  would  be 
the  best  way  of  carrying  out  the  amalgamation,  the  two  Balance  Sheets  being  as  follow  :— 


A  "  Company,  Lim.— Balance  Sheet. 


Liabilities. 

Capital,  100,000  Shares  of  £1  each 

Creditors 

Reserve  Fund      

Profit  and  Loss  Account 


100,000  o  o 

2,500  o  o 

20,000  o  o 

5  000  o  o 

;fi27,500  o  o 


A ssets. 


Property  Account 

Debtors 

Bullion  in  transit 


95.000 

0 

0 

3.000 

0 

0 

10,000 

0 

0 

10,500 

0 

0 

;f  1 27,500       O       O 


"B"  Company,  Lim.— Balance  Sheet. 


Liabilities. 

Capital,  50,000  Shares  of  £2  each 

Creditors  ... 

Profit  and  Loss  Account 


A ssets. 


100,000  o  o 

1,000  o  o 

20,000  o  o 

jfiei,ooo  o  o 


Property  Account 

Debtors 

Consols 


£ 

S 

d 

8o,otx) 

0 

0 

2,000 

0 

0 

25,000 

0 

0 

14,000 

0 

0 

jfl2I,000 

0 

0 

RECONSTRUCTIONS    AND    AMALGAMATIONS. 


Show  the  Balance  Sheet  of  the  new  Company. 

In  the  above  example,  the  problem  has  been  intentionally  simplified  by  the  assumption  that  the  book  values  of  the  various 
assets  and  liabilities  have  been  admitted.  If  they  had  not  been  admitted,  it  would  have  been  necessary  to  prepare  revised 
Balance  Sheets  seuing  forth  the  actual  figures  and  adjusting  the  balance  of  undivided  profit  (or  loss,  as  the  case  may  be)  accordingly. 
Again,  had  the  basis  of  valuation  been  that  the  properties  of  both  Companies  were  assumed  to  be  of  equal  value,  then  eitner  ine 
undivided  profits  of  the  "  A  "  Company  must  have  been  written  down  /15.000.  or  the  undivided  profits  of  the  '  B  Company  written 
ui>  by  that  amount.  All  necessary  adjustments  having  been  made,  the  next  point  is  to  equalise  the  position,  as  between  the  two  sets 
of  shareholders,  so  that  the  percentage  of  undivided  Profits  (including  Reserves)  to  Capital  may  be  the  saine  in  respect  of  both 
Companies.  In  the  instance  cited  above  it  will  be  seen  that  this  adjustment  requires  ;f 5.000  in  cash  10  be  distributed  among  tne 
shareholders  of  the  "  A  "  Company,  or  else  i:5.ooo  in  cash  to  be  contributed  by  the  shareholders  of  the  "B  Company.  "  win 
depend  upon  the  available  resources  which  course  it  is  thought  best  to  adopt.  The  following  Balance  Sheet  shows  the  position  ol  the 
amalgamated  Company  upon  the  assumption  that  the  amalgamation  has  been  carried  through  upon  the  basis  of  lirst  making  a 
return  of  5  per  cent,  to  the  shareholders  of  "A"  Company,  and  then  issuing  six  fully-paid  shares  in  the  new  Company  to  eacn 
holder  of  five  shares  in  the  "  A  "  Company,  and  twelve  shares  in  the  new  Company  to  each  holder  of  five  shares  in  me  u 
Company.  There  being  an  ample  cash  balance,  it  has  been  assumed  that  the  creditors'  claims  have  been  paid  off.  and  the  Balance 
Sheet  then  stands  as  follows  : — 
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A.     &     B.     UNITED,     LIM.— BALANCE     SHEET. 


Liabilities. 

Nomina]  Capital,  240,000  Shares 
of  £1  each         

£       s  d 

;f240,QOO  0  0 

£           8       d 

240,000    0    0 

Assets. 

Property  Account 

Debtors 

Capital      Subscril>ed       (240,000 
Shares,  fully  paid  up)  . . 

«    • 

Consols 

Cash            

;f240,000      0      0 

£ 

s 

d 

175  000 

0 

0 

5,000 

0 

0 

10,000 

0 

0 

25.0C0 

0 

0 

25,000 

0 

0 

/240.000 

0 

0 

^^ 

^^^ 

In  practice,  the  terms  of  an  amalgamation  are 
frequently  settletl  the  other  way  round.  That  is  to 
say,  instead  of  any  detailed  valuation  of  the  assets 
and  liabilities  lieing  agree«l  upon,  the  intrinsic  value 
of  iht  s/iarcs  in  the  Vendor  Companies  is  agreed,  and 
it  is  left  for  the  amalgamating  Company  to  adjust 
the  details.  When  this  course  is  pursued,  it  is  neces- 
sary to  proceed  upon  the  assumjrtion  that  the 
Capital  plus  undivided  Profits  of  a  Company  are  in 
fact  at  all  times  equal  to  the  aggregate  market  value 
r)f  its  shares.  Thus,  if  the  shares  of  a  Company 
stand  at  i^,  the  undivided  Profits  of  that  Company 
must  be  assumed  to  be  equal  to  one-fourth  of  its 
paid-up  Capital,  and  an  adjusted  Balance  Sheet 
compiled  upon  this  assumption.  Liabilities  and 
floating  A.ssets  would  appear  on  this  Balance  Sheet 
at  their  actual  value,  and  the  difference  would  be 
assumed  to  be  the  value  of  the  fixed  assets  in  the 


case  of  a  Mining  Company,  or  the  value  of  the 
Goodwill  in  the  case  of  an  industrial  concern. 

FRACTIONS  OF   SHARES. 

Wherever  distributions  of  shares  are  made,  the 
difficulty  will  always  ari.se  in  practice  that  an  exact 
distribution  requires  fractions  of  shares  to  be  dis- 
tributed, which  is,  of  course,  impossible.  In  practice 
this  difficulty  is  got  over  by  setting  upon  one  side 
the  total  number  of  shares  which  these  fractions 
represent,  realising  them  to  the  best  advantage,  and 
distributing  the  proceeds  among  the  various  parties 
in  accordance  with  their  resi)ective  rights.  To  take 
a  very  simple  case: — Supposing  it  appears  that  50 
shareholders  are  each  entitled  to  half  a  share,  then 
there  are  25  shares  over  that  cannot  be  specifically 
allotted.  If  these  25  shares  realised  ^10,  each  of 
the  50  shareholders  would  receive  four  shillings  as 
representing  the  cash  value  of  his  half-share. 


i» 


CHAPTER    XVII. 


FALSIFIED    ACCOUNTS. 


T  N  the  present  Chapter  it  is  proposed  to  consider 
■^  errors  of  all  kinds  in  accounts,  which  have  been 
deliberately  made  with  the  intention  of  misrepre- 
senting the  actual  position  of  affairs.  The  usual 
object  of  such  falsification  is  to  conceal  the  fact 
that  there  has  been  an  actual  misappropriation  of 
property  belonging  to  the  undertaking,  but  this  is 
by  no  means  necessarily  the  only  motive.  Cases 
.sometimes  arise  in  which  the  accounts  have  been 
falsified  with  a  view  to  misrepresenting  the  actual 
profits  made.  Again,  falsification  is,  as  a  rule, 
employed  in  connection  with  the  record  of  cash,  but 
not  by  any  means  necessarily.  If,  therefore,  it  is 
desired  to  effectively  guard  against,  or  detect, 
falsification,  the  matter  must  be  viewed  from  a 
broad  and  comprehensive  standpoint. 

MISREPRESENTATION  OF  PROFITS. 

Taking  first  of  all  the  more  unusual  cases  of 
falsification  not  employed  as  a  cloak  to  conceal 
misappropriation,  the  commonest  motives  are — 

(i)  On  the  part  of  a  vendor  to  overstate  the 
profits  of  the  undertaking  to  an  intending 
purchaser ; 

(2)  On  the  part  of  an  intending  purchaser,  who 

has  previously  had  charge  of  the  books, 
to  understate  the  profits  of  the  un<lertaking 
he  is  about  to  acquire ; 

(3)  On  the  part  of  a  manager  whose  commission, 

or  whose  apjxjintment,  is  dependent  upon  a 
certain  standard  of  results,  with  a  view  to 
securing  a  continuance,  or  improvement, 
of  his  present  position. 


Taking  each  of  these  cases  se[)arate]y,  the  first 
may  be  more  conveniently  considered  under  the 
heading  of  "  The  Criticism  of  Accounts  "  {vide  Chap. 
XXIII.) ;  the  second  is  of  very  common  occurrtnce, 
although  as  a  rule  within  somewhat  narrow  limits,  but 
as  it  raises  no  special  points  it  may  be  dismissed  with 
the  caution  that  the  proprietor  of  a  business  should 
never  think  of  selling  it  on  the  basis  of  accounts  that 
have  been  prepare<l  by— or  exclusively  in  the 
interest  of — the  inten«ling  j)urchascr. 

The  third  class  named  above  calls  for  more 
eareful  consideration  on  account  of  its  importance, 
and  the  variety  of  manners  in  which  the  falsification 
may  be  accomplishe<l.  Speaking  generally,  it  may  be 
stated,  as  being  part  of  an  effective  system  of 
internal  check  {vide  Chap.  III.),  that  no  employee 
whose  remuneration  is  based  ujxm  results  should  be 
allowed  to  in  any  way  control  the  record  of  those 
results  in  the  books ;  this  applies  whether  the  basis 
of  remuneration  be  a  commission  on  sales,  a  com- 
mission on  cash  received,  a  commission  on  net 
profits,  or  upon  any  other  form  of  transactions  or 
results.  It  is  clear  that  in  such  cases  the  employee 
is  so  directly  interested  that  an  effective  system  of 
control,  and  of  internal  check,  requires  the  record 
of  these  figures  to  be  entirely  indepen<lent  of  the 
person  whom  they  so  directly  affect.  In  most  busi- 
ness houses  this  ix)int  is  duly  appreciated  at  its  full 
value,  and  as  a  rule,  therefore,  falsifications  of  this 
description  do  not  arise  in  practice ;  but  when  the 
employee's  remuneration  is  not  in  any  way  ba.sed 
upon  results,  there  is  a  tendency  to  lose  sight  of  the 
,  fact  that  he  is  still  interested  in  those  results  proving 
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favourable — first,  because  he  may  reasonably  expect 
an  increased  remuneration  if  the  business  pro- 
gresses; and,  secondly,  because  if  the  business  be 
found  to  be  unprofitable,  or  otherwise  unsatisfac- 
U>ry,  there  is  at  all  events  a  risk  of  his  services 
being  dispensed  with  altogether.  Under  these 
cireumstanres,  it  is  especially  important  that 
adequate  precautions  shouUl  be  taken,  partly 
because  it  would  be  often  extremely  difficult  to 
prove  fraudulent  intent  in  connection  with  such 
cases,  while  immunity  from  a  criminal  prosecution 
must  at  all  times  remove  a  very  effective  automatic 
safeguani  j  but  more  particularly  because  many 
persons,  who  would  under  no  circumstances  think  of 
rlirectly  applying  to  their  own  use  monies  belonging 
to  their  employers,  would  not  scruple  to  misrepre- 
sent the  position  of  affairs  in  order  to  avoid 
unpleasant  <-onsequences.  Such  misrei)resentation 
may  be  absolute  and  deliberate,  or  it  may  merely 
arise  through  undue  optimism  (which  is  frequently 
another  name  for  incompetence) ;  but  whatever  the 
actual  cause  the  resul.t  must,  from  the  employer's 
lK)int  of  view,  be  in  all  cases  unsatisfactory.  A 
typical  example  of  falsification,  arising  possibly 
from  undue  optimism,  is  when  the  manager  of  a 
trading  department  values  his  stock-in-trade  at 
balancing  time  at  too  high  a  figure ;  either  because 
he  is  incompetent  to  estimate  its  true  worth,  or 
because,  knowing  the  results  of  the  past  period  have 
been  somewhat  unsatisfactory,  he  desires  to  f)ostpone 
a  certain  ix)rtion  of  the  loss,  and  bring  it  in  to  the 
next  i)eriod.  This  latter  form  of  falsification  is  only 
one  step  removed  from  the  form  of  fraud  which  sup- 
presses unpaid  invoices,  and  thereby  allows  goods 
to  be  taken  into  stock  as  assets  without  their  cost 
price  l>eing  credited  in  the  Bought  Ledger ;  but  to  a 
certain  extent  it  will  be  found  to  be  a  not  altogether 
uncommon  practice  on  the  part  of  those  whose 
honesty  in  other  matters  is  unimpeachable.  From 
one  i>oint  of  view,  the  practice  of  overvaluing  stock- 
in-trade  with  a  view  to  throwing  losses  into  the  next 
ensuing  period  is,  of  course,  on  a  par  with  debiting 
losses,  or  unprofitable  expenditure,  to  a   Suspense 


Account,  to  be  written  over  a  terra  of  years;  but 
there  is  this  essential  difference  between  the  two, 
that  whereas  employees  when  valuing  the  stock-in- 
trade  are  required  to  confine  themselves  strictly  to 
the  point  at  issue,  directors  and  j)roprietors  when 
finally  settling  draft  accounts  are  reasonably  entitled 
to  look  at  the  matter  from  every  available 
standpoint. 

FALSIFIED  COST  ACCOUNTS. 

Another  typical  form  of  falsification  that  comes 
under  this  head,  and  which  is  very  diflicult  of  detec- 
tion, may  occur  when  the  manager  of  a  manu- 
facturing or  contracting  firm  is  responsible  for  its 
profit-earning  capacity.  Upon  such  manager  must 
necessarily  devolve  the  task  of  estimating  the  cost 
of  the  work  in  progress,  and  as  a  rule  it  is  difficult 
— if  not  impossible — to  exhaustively  verify  the 
manager's  calculations.  If,  under  these  circum- 
stances, it  should  transpire  that  there  has  been  a 
loss  upon  certain  work  completed  during  the  i>eriod 
under  review,  there  may  be  a  danger  of  the  loss 
being  transferred  to  work  in  progress,  and  thus 
carried  forward.  A  somewhat  notorious  case  of  this 
kind  was  brought  to  light  a  few  years  since  in  con- 
nection with  the  accounts  of  an  important  local 
authority.  It  was  there  found  that  such  a  system  had 
been  systematically  carried  on  for  a  number  of  years 
past,  with  the  result  that  whereas  each  contract  as 
completed  showed  satisfactory  results,  much  of  the 
<<ist  of  the  completed  contracts  had  in  point  of  fact 
leen  debited  to  those  which  from  time  to  time 
remained  uncompleted.  This  kind  of  falsification  is 
rendered  the  more  easy,  because  the  records,  upon 
the  value  of  which  work  in  progress  is  based,  often 
form  no  part  of  the  financial  books.  This 
emphasises  the  importance  of  all  statistical  records, 
which  it  is  thought  worth  while  to  keep  at  all,  being 
kept  with  the  same  care,  and  checked  with  the  same 
amount  of  accuracy  and  systematisation,  as  the 
financial  records  themselves.  The  importance  of 
this  precaution  is  emphasised  by  the  circumstance 
that    whereas    any    material    falsification    of    the 
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financial  accounts  is  usually  impossil)le  without 
fraudulent  collusion,  it  is  often  by  no  means 
a  difficult  matter  to  get  statistical  records  passed 
and  signed  for  by  persons  who,  however  careless, 
have  no  idea  that  they  are  lending  themselves  to  the 
concealment  of  a  fraud.  For  example,  a  foreman 
who  would  on  no  account  allow  Plant  to  go  out  of  , 
his  yard  without  a  proi)er  authority  might  quite  con- 
ceivably— whether  through  carelessness  or  for  some 
other  reason — sign  vouchers  that  Plant  had  been 
forwarded  to  one  contract,  when  in  point  of  fact  it 
had  been  forwarded  to  another.  Such  differentia- 
tions are  somewhat  difficult  of  comprehension  to 
those  who  are  trained  in  accounts,  and  who  realise 
the  importance  of  accuracy  at  all  points,  but  the 
fact  remains  that  falsifications  of  this  kind  are  far 


more  common  than  is  generally  supposed.  And 
even  when  they  are  discovered,  their  reprehensible 
nature  is  but  rarely  duly  ai)preciated,  the  general 
view  being  that  the  whole  matter  is  a  somewhat  com- 
plicated "  question  of  accounts,"  uix>n  which  those 
who  are  not  experts  may  easily  make  mistakes 
without  being  in  any  way  culpable. 

That  the  exact  nature  of  the  class  of  falsification 
referred  to  may  be  clearly  understood,  the  following 
example  is  a[)pende<l.  The  group  of  accounts 
given  first,  and  marke«l  "  A,"  are  supi)ose«l  to 
in<licate  the  true  position  of  affairs ;  while  the 
second  group,  marked  "  H,"  shows  how  the  true 
position  may  be  obscured  by  the  passing  of  improper 
entries,  which  in  the  absence  of  careful  supervision 
mav  readilv  remain  undetected. 


EXAMPLE     "A" 


Dr. 


CONTRACT  No.   i. 


Cr. 


1900 


To  Wages       

,    Materials  and  Plant  issued 


£ 
3.172 
3,400 

s 
0 

0 

d 
0 
0 

£6.572 

0 

0 

1900 


By  Contract  Price 

,    Materials  and  Plant  returned 
.    Lo5s         


£ 

t 

d 

6.cao 

0 

0 

160 

0 

0 

412 

0 

0 

£6.572 

r 

0 

1 

^^" 

Dr. 


CONTRACT  No.   2. 


Cr. 


I                                                                                  I  £  s  d 

1900  To  Wages       1.620  o  o 

I     ,    Materials  and  Plant  issued '  2,071  o  o 

I                                                                                      .  £3.691  o  o 

I  I 

1901  To  Balance  down      . .        . .          3.691  o  o 

,    Wages       I  1.848  o  " 

'    ,    Materials  and  Plant  issued 1  975  o  o 


1900 


1901 


I 


£6,514    o    o 


By  Balance  down 

By  Contract  Price 

.    Materials  and  Plant  returned 
.    Loss         


3.691 

s 
0 

d 

0 

£3.691 

0 

0 

6,150 

j07 
57 

0 
0 
0 

0 
0 
0 

£6.JI4 

0 

0 

Dr. 


CONTRACT   No.   3. 


Cr. 


1901 


1902 


£  s  d 

To  Wages        813  o  o 

,    Materials  and  Plant  issued j       1,472  o  o 

j    £2,285  o  o 

To  Balance  down 2  285  o  o 


I90I 

By  Balance  down 

£     s   d 
2,285    0   0 

£2,285    0   0 
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EXAMPLE     "B" 


Di 
1900 

f 

CONTRACT   No.    i. 

Ct. 

1  To  Wages        

,    Materials  and  Plant  issued 

,    Profit         

£     s    d 
3,172    0   0 
3,400    0    0 

188    0    0 

1900 

By  Contract  Price 

«    Materials  and  Plant  returned 

£    s   d 

6,000  0  0 

760  0  0 

£6,760    0    0 

£6,760  0  0 

Dr. 

CONTRACT   No.   2. 

Cr 

1900 

To  Wages        

•    Materials  and  Plant  issued 

To  Balance  down 

«    Wages                                       

.    Materials  and  Plant  issued 

,    Profit         

£     s   d 
1,620   0  0 
2,671   0   0 

1900 
1901 

By  Balance  down    . . 

By  Contract  Pric<? 

«    Materials  and  Plant  returned 

£     s   d 

4.291    ')   0 

£4.291    0   0 

£4.291   0   0 

1901 

4,291    0   0 

1,848   0  0 

975   0   0 

43    0    0 

6,150  0   0 
1,007   0   0 

£7,157    0    0 

£7.157   0  0 



Dt 

• 

CONTR.\CT   No 

3- 

Cr 

ivoi 

To  Wages        

•    Materials  and  Plant  issued 

To  Balance  down 

£     s    d 

813   0   0 
2,172   0   0 

1901 

By  Balance  down 

£    s  d 

2.985    0   0 

£2,985   0   0 

£2,985   0  0 

1902 

2,985    0   0 

NOTE.— The  above  example  sIwk^s  falsification  by  over  crediting  Contracts  completed  fur  tlie  value  0/  Matt  rials 
and  Plant  returned,  a  corresponding  sum  beins;  debited  to  works  in  progress.  The  like  result  might  be  achieved  by 
debiting  Cost  to  the  jcrong  account. 


FALSIFICATION  BY  DIRECTORS. 

So  far  the  possibilities  of  fraud  on  the  i)art 
of  ortlinary  employees  have  alone  been  con- 
sidered; but  in  connection  with  the  accounts  of 
Comi)anies,  it  is  important  to  bear  in  mind 
that  the  ix)sition  of  a  Managing  Director,  and 
sometimes  even  of  a  Board  of  Directors,  is  some- 
what analogous  to  that  of  the  manager  of  a  private 
undertaking.  The  continuance  of  a  Director's 
api)ointment  is,  to  some  extent  at  least,  dependent 
upon  the  continued  profit-earning  capacity  of  the 
undertaking;  if,  therefore,  there  is  a  faJling-off  in 
profits,  there  is  a  possibility  that  a  tendency  may 
arise  to  strain  jKjints  in  connection  with  accounts, 


with  a  view  to  making  the  apparent  profits  larger 
than  the  real  profits.  Within  limits,  this  tendency 
may  be  permissible,  for  it  is  the  recognised  custom 
in  the  case  of  sound  business  undertakings  to  some- 
what over-estimate  such  items  as  provision  for  Bad 
Debts,  and  the  like,  in  i)rofitable  years,  with  a  view 
to  creating  a  secret  reserve  available  in  times  of 
need.  When,  therefore,  the  need  arises,  it  is  per- 
fectly legitimate  to  fall  back  upon  any  secret  reser\e 
that  may  be  in  existence.  In  practice,  the  only  way 
of  having  recourse  to  a  secret  resene  is  to  under- 
estimate the  expenses  (or  losses)  for  the  current 
period;  and  so  long  as  they  are  not  so  under- 
estimated as  to  turn  the  secret  resene  into  a  minus 
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quantity,  this  course  is  permissible  on  the  part  of 
Directors,  although  it  would  not  be  permissible  on 
the  part  of  subordinates. 

DEFALCATIONS. 

Turning  now  to  the  more  direct  forms  of  falsifica- 
tion, which  have  for  their  object  the  concealment 
of  actual  misappropriation,  the  nature  of  these  false 
entries  will  (as  might  be  expected)  depend  largely 
upon  the  exact  form  of  misappropriation.   As  a  rule, 
the  misappropriation  will  take  the  form  of  money, 
but  not  necessarily,  and  it  is  important  to  bear  in 
mind  that  an  exhaustive  check  upon  all  receipts  and 
payments    is    not    always    sufficient    to    afford    an 
eflfective  safeguard  against  all  possible  misappropria- 
tion.    Taking,  however,  misapproriations  of  money 
first,  these  may  take  the  form  either  of  suppressing 
receipts,  or  of  creating  fictitious  payments.    With  a 
proper   system    of    internal    check,    coupled    to    an 
adequate   system    of  bookkeeping    by    double-entry 
with  self-balancing  Ledgers,  the  suppression  of  cash 
received  cannot  reach  serious  proportions  without 
detection.     So  far  as  Sold  Ledger  accounts  are  con- 
cerned,  if  the  various   Sold  Ledgers   are   regularly 
balancer]    and    independently   checked,    and  if   the 
Sold  Ledger  clerks  have  not  the  handling  of  the 
Sold  Ledger  cash,  there  is  little  or  no  risk  of  anv 
peculation    under   this   heading.      So   far   as    Cash 
Sales    are  concerned,    it    is    usually  practicable    to 
devise   a   system  which   will  render   impossible   the 
abstraction  of  moneys  received  under  this  heading 
without  considerable  collusion  on   the  part  of  the 
employees.     The  risk  of  fraud  in  this  direction   is 
thus,  as  a  rule,  limited  to  unusual  receipts  on  the  one 
hand,   or,    on    the    other    hand,    to    comparatively 
small     undertakings     which     do     not     employ     a 
sufficient   staff    to    enable    an    effective    system    of 
internal  check  to  be  organised.     In  both  these  cases 
the  best,  and  perhaps  the  only  effective,  safeguard 
is  for  the  principal  in  the  case  of  a  private  concern, 
or  the  Secretary  (or  Managing  Director)  in  the  case 
of  a  company,  to  himself  devote  sufficient  personal 
time  to  the   matter   to  enable  him,  in   conjunction 
with  the  professional  auditors,  to  establish  a  com- 


plete system  of  check  in  all  departments.  It  may 
be  mentioned  in  passing,  however,  that  serious 
frauds  by  way  of  omitting  to  account  for  cash 
received  rarely  occur,  save  when  the  s\stem  of 
accounting  employed  is  quite  primitive. 

If  the  bo(As  be  kept  by  single-entry,  there  is 
undoubtedly  a  .somewhat  .sericius  risk  that  such 
omissions  may  remain  undetected,  for  undtr  such 
circumstances  it  is  impossible  to  apply  the  check  of 
balancing  the  Ledgers,  either  separately  or  collec- 
tively, and  consequently  moneys  received  from 
customers,  but  misappropriated,  may  quite  <'on- 
ceivably  be  credited  to  the  customers"  accounts 
without  being  debited  to  Cash. 

FICTITIOUS  PAYMENTS. 

Misappropriations  by  the  creation  of  fictitious 
payments  may,  in  the  first  place,  be  rendered 
extremely  difficult  by  the  adoj)tion  of  a  hard-and-fast 
rule  that  all  payments,  other  than  by  Petty  Cash, 
must  be  made  by  cheque,  the  person  signing  the 
cheques  being  responsible  that  the  account  is 
actually  due,  and  that  the  cheque  is  so  drawn  as 
to  (so  far  as  possible)  ensure  its  being  only  cashed 
by  the  persons  entitled  to  it.  "  Bearer "  cheques 
and  "  open  "  cheques  should  never  be  drawn  without 
a  sufficient  explanation  being  obtained  as  to  why 
this  exceptional  form  of  payment  is  necessary,  and 
as  an  additional  safeguard  all  "  crossed "  cheques 
should  be  marked  "  not  negotial)le,"  and,  if  for  large 
sums,  wherever  practicable  crossed  "  specially "  to 
the  bank  of  the  payee.  There  should  be  a  regular 
system  in  force  for  passing  accounts  for  payment, 
rendering  at  least  two  persons  responsible  for  the 
fact  that  the  goods  have  been  received,  or  the  work 
performed,  in  respect  of  which  payment  is  to  be 
made,  and  at  least  two  members  of  the  counting- 
house  staff  responsible  for  the  arithmetical  accuracy 
of  the  account,  and  for  the  fact  that  the  cheque  put 
forward  for  signature  agrees  with  the  corresponding 
Personal  Account  in  the  Bought  Ledger.  A  cheque 
should  never  be  signed  without  these  precautions 
being   first    adopted,   and  (.save    under   exceptional 
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circumslatues)  it  ought  to  be  possible  to  produce  to 
the  persons  who  are  called  upon  to  sign  cheques 
a<-counts  from  the  various  creditors,  showing  that 
the  anuunits  of  such  cheques  are  actually  claimed  by 
tliLin  respectively.  If  these  j)recautions  be  adopted, 
the  <*realion  of  fictitious  j)ayments  is  practically 
impossible,  but  with  some  undertakings  such 
formalities  could  not  be  <-arriod  out  in  their 
entirety.  For  example,  Uanks  have  to  pay  large 
sums  in  cash,  and  it  is  not  practi«'able  for  them  to 
ilo  .so  on  anything  better  than  the  security  of  one 
cashier.  IJank  frauds  are,  however,  of  somewhat 
rare  occurrence,  and  as  all  liank  employees  are 
required  to  give  guarantees  for  Cf)mparatively  large 
simi.s,  the  risks  incurred  by  a  Hank  that  works  ujion 
a  rea.sonable  .sy.stem  of  internal  check  are  not  serious. 
Recently,  however,  a  .somewhat-  notorious  case 
occurred,  in  which  a  Hank  lost  large  sums  of  money 
through  the  <lishonesty  of  a  <'lerk  who  was  not 
entrustetl  with  the  handling  of  any  monies  or 
securities.  This  parti<'ular  case  is  thus  useful,  as 
showing  that  it  is  not  merely  ca.shiers  whom  it  is 
important  to  .supervise.  Here  a  clerk  in  charge  of  a 
Cust<»mers'  Ledger  forgeil  cheques  for  large 
amounts  in  the  name  of  one  of  the  customers,  which 
were  duly  j)ai<l  through  the  Clearing  House,  but 
ne\cr  debited  by  him  to  the  account  of  the  customer. 
The  continuance  of  these  frauds  was,  however, 
only  rendered  po.ssible  by  the  omission  to  provide 
some  of  the  most  usual  and  obvious  safeguards.  In 
the  first  place,  the  delinquent  remained  in  undivided 
control  of  the  same  Customers'  Ledger  over  an 
extended  i>eriod,  whereas  an  obvious  precaution  is 
tt)  continually  change  the  work  devolving  upon  each 
of  the  various  members  of  the  staff;  and,  in  the 
second  i)lace,  he  was,  it  appears,  able  to  conceal  the 
fact  that  his  Ledger  did  not  balance  by  making 
entries  in  a  Journal  which  was  not  under  his  keeping, 
whereas  every  effective  system  should  distinctly 
all(K'ate  the  various  books  anion};  the  different 
members  of  the  staff — not  merely  making  each 
responsible  for  his  own  books,  but  also  making  it 
an  invariable  rule  that  no  one  else  shall  make  any 


! 


entries  in  those  books.  A  clerk  in  charge  of  any 
book  of  account,  whether  a  Cash  Book,  Journal,  or 
Ledger,  should  be  made  responsible  for  the  accuracy 
of  that  book  as  a  whole,  and  also  for  every  entry 
made  therein.  In  the  case  of  a  Journal  j>articularly^ 
it  is  difficult  to  understand  how  fraudulent  and 
improper  entries  could  have  been  made  from  time  to 
time  without  it  being  someone's  business  to  verify 
those  entries  as  being  proper  and  duly  authorised. 

Fraudulent  misapproi>riations  are  capable  of 
being  divided  into  classes  upon  yet  another  basis, 
and  an  examination  of  them  from  this  new  i>oint  of 
view  will  i>rol)al)ly  be  found  helpful.  The  actual 
misai)proi)riation  of  assets,  whether  cash  or  other- 
wise, directly  results  in  a  corresponding  amount  of 
loss  to  the  undertaking.  When,  therefore,  the  books 
come  to  be  balanced,  that  loss  must  either  fall 
against  Revenue  or  be  taken  into  the  Balance 
Sheet.  If  it  falls  against  Revenue,  the  Net  Profits 
will  be  directly  reduced  to  a  corresponding 
e\t(;nt ;  accordingly  there  is  a  distinct  limit,  beyond 
which  misajipropriations  cannot  be  carried  without 
their  effect  upon  the  jjrofits  being  apparent.  Con- 
sequently one  frequently  finds  in  practice  that 
fraudulent  entries  are  made  in  the  books,  with  a 
view  to  concealing  the  loss  by  taking  it  into  the 
Balance  Sheet  instead  of  into  the  Profit  and  Loss 
Account;  that  is  to  say,  by  some  false  entry  the 
book  value  of  the  assets  brought  into  the  Balance 
Sheet  is  shown  at  a  figure  in  excess  of  their  proper 
valuation.  A  detailed  examination  of  all  the  assets 
brought  into  the  Balance  Sheet  would  invariably 
result  in  the  detection  of  such  false  entries.  It  is 
not  always  possible  for  such  a  detailed  examination 
to  be  made  by  the  professional  auditors  in  the  case 
of  large  concerns,  but  where — owing  to  the  magni- 
tude of  the  undertaking — it  is  unreasonable  to 
expect  so  much  to  be  done  by  the  professional 
auditors,  the  bookkeeping  staff  can — with  a  reason- 
able amount  of  intelligent  organisation — be  so 
employed  as  to  enable  the  various  Ledger  Accounts 
purporting  to  represent  assets  to  be  fully  verified  in 
the  utmost  detail. 


THEFTS  OF  STOCK,  &c. 

Passing  on  to  forms  of  misappropriation  other 
than  of  cash,  the  most  common  of  these  is  a  theft 
of  Stook-in-Trade,  or  Raw  Materials,  inchiding 
Loose  Tools.  Unless  the  Stock-in-Trade  be  pos- 
sessed of  considerable  intrinsic  value,  detailed 
Stock  Accounts  cannot  be  kej)t,  and  under  such 
circumstances  the  only  precautions  that  it  is  pos- 
sible to  adojU  against  this  form  of  fraud  are  a 
careful  actual  ins])ection  at  frequent  intervals  by 
departmental  managers,  and  the  test  which  the 
periodical  accounts  afford  of  the  percentage  of  gross 
profit  actually  realised,  as  compared  with  the  per- 
centage that  might  fairly  be  expected.  It  is  not 
usually  possible  to  go  further  in  this  direction  than 
to  hold  the  head  of  the  <lepartment  responsible  for 
a  certain  percentage  of  gross  profit,  leaving  him  to 


bear  the  blame  if  that  percentage  be  not  realised 
either  through  careless  buying  or  leakage.  In  the 
same  way,  with  regard  to  Materials  and  Tools,  fore- 
men and  heads  of  de[)artments  can  (if  they  be 
competent)  reduce  the  risk  of  losses  under  these 
headings  to  a  minimum  ;  if,  therefore,  <-omi)etent 
I)ersons  be  employed,  and  they  be  held  resj)onsible 
for  the  results  that  they  achieve,  it  is  probable  that 
those  results  will  be  quite  as  satisfactory  as  though 
the  most  complete  system  of  Stock  and  Stores 
Accounts  could  be  devised  and  carried  out  in  actual 
practice.  As  a  rule,  however,  more  or  less  incom- 
I»lete  Stores  Accounts  should  be  kept,  to  assist  the 
persons  held  responsible  in  their  su|)ervision ;  and 
in  the  case  of  really  valuable  stocks  (as,  for 
exami)le,  a  jewellery  sto<'k),  complete  Stock 
Accounts  are,  of  course,  absolutely  essential. 


CHAPTER    XVIII 


BOOKKEEPING    WITHOUT    BOOKS 


UNTIL  comparatively  recently  the  science  of 
systematically  recording  business  transactions 
was  invariably  described  as  "  Bookkee[)ing."  Now, 
however,  that  further  developments  of  that  science 
have  to  an  increasing  extent  substituted  the  use  of 
J<x>se  sheets,  or  cards,  for  i)ages  in  bound  books  of 
account,  the  term  "  bookkeeping "  appears  to  be 
too  narrow  to  cover  the  whole  subject,  and  accord- 
ingly the  word  "  accounting "  is  coming  into  more 
general  use.  Bookkeeping  without  books  is  very 
commonly  supposed  to  have  originated  in  the  United 
States  of  America,  and  until  quite  recently  the 
necessary  appliances  for  keeping  accounts  upon  such 
a  system  were  only  manufactured  there.  The 
system  is,  however,  so  far  as  can  be  traced,  not  of 
American  but  of  Chaldean  origin,  being  the  earliest 
kiio^^ii  form  of  accounting,  ajid  i)erhaps  the  earliest 
ever  employed.  This,  however,  is  less  surprising 
when  it  is  borne  in  mind  that  the  science  of  account- 
ing, in  some  form  or  another,  was  in  general  use 
long  before  bound  books,  or  even  paper,  were 
thought  of. 

The  Chaldean  system  of  bookkeeping  ai)pears  to 
have  been  very  much  upon  the  lines  employed  in 
l»ublic  libraries  at  the  present  date.  That  is  to  say, 
a  certain  number  of  receptacles  represented  one 
class  of  accounts,  and  a  certain  numl)er  of  portable 
articles  another  class  of  accounts,  or  transactions. 
The  Chaldean  worked  this  i)rinciple  by  supplying  a 
wide-mouthed  jar  to  represent  the  account  with  each 
person  with  whom  he  did  business,  placing  in  such 


jars  from  time  to  time  tablets,  each  of  which  had  a 
peculiar  significance.  The  contents  of  the  jar  at  any 
moment  thus  showed  the  balance  of  the  account. 
The  twentieth  century  librarian  aiiplies  the  same 
I)rincii)le  in  a  slightly  different  manner,  using  frames 
or  sets  of  pigeon-holes  instead  of  jars,  and  cards 
instead  of  tablets.  These  enable  him  to  tell  almost 
at  a  glance  what  persons  have  taken  books  out  of 
the  library,  and  what  books  are  from  time  to  time 
in  their  possession;  and  he  thus  carries  the 
l)rincij)le  further  than  the  Chaldean  in  ail  probai>ility 
attempted,  in  that  by  the  same  mechanism  he  keeps 
a  detailed  set  of  Personal  Accounts,  and  also  a 
detailed  set  of  Stock  Accounts.  A  similar  system 
might  with  great  advantage  be  substituted  for 
many  of  the  elaborate  bookkeeping  methods 
employed  for  keeping  tally  of  casks,  packing  cases, 
and  other  empties  which  are  of  sufficient  value  to 
render  an  accurate  system  of  accounting  imperative. 
It  has  throughout  the  course  of  this  work  been 
assumed  that  the  reader  is  well  acquainted  with  the 
general  principles  of  ordinary  double-entry  book- 
keeping, and  may  therefore  be  taken  to  know  that 
under  the  ordinary  system  of  keeping  accounts  in 
Ijooks  each  transaction  is  in  the  first  place  recorded 
in  a  book  of  first  entry,  and  that  afterwards  that 
record  is  again  copied  into  the  Ledger.  If  the 
transactions  are  complicated,  the  number  of  separate 
times  that  the  record  of  the  transaction  has  to  be 
copied  out  is  increased  accordingly,  with  the  result 
that  in  a  concern  of  any  importance  a  very  large  staff 
is  kept  exclusively  employed  in  so  multiplying  copies 
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of  the  record  of  transactions.  The  aim  of  the  system 
of  bookkeeping  without  books — which,  for  the  sake 
of  conciseness,  may  be  referred  to  as  the  "  Slip 
System" — is  to  (as  far  as  possible)  do  away  with 
the  necessity  for  this  continual  recopying,  by  so 
flaming  the  original  record  that  it  may,  in  turn, 
serve  all  the  purposes  that  are  ordinarily  served  by 
books  of  account. 

If  this  system  be  adopted  in  its  entirety  it  is  some- 
times practicable  to  obviate  the  necessity  for  any 
co])ying  at  all.  Thus  a  carbon  facsimile  of  an 
invoice  for  goods  sold  may  in  the  first  ])lace  perform 
the  functions  of  a  Dav  }{ook,  and  afterwards  those 
of  a  Ledger  Account ;  while  in  the  same  way  the 
counterfoil  of  a  Cheque  IJook,  or  of  a  receipt,  may 
enable  the  Cash  Book  entries  an«l  Ledger  i>ostings 
of  Cash  to  be  dispensed  with.  The  arrangement  of 
systems  of  bookkeeping  is,  however,  at  all  times 
very  largely  a  matter  of  compromise  between 
principle  and  convenience,  and  consequently  it  may 
often  be  thought  undesirable  to  carry  the  Slip 
System  to  this  extreme,  while  yet  appreciating  the 
advantages  f)f  employing  it  uj)  to  a  point.  The  ques- 
tion as  to  how  far  it  may  be  desirable  to  employ  the 
Slij)  System,  and  as  to  how  far  it  is  better  to  retain 
what  may  conveniently — although  inaccurately — ^l)e 
described  as  the  "old''  system  of  recording  transac- 
tions in  bo'ind  books  of  account,  is  a  matter  which 
can,  in  eich  case,  be  only  finally  determined  after 
carefully  considering  all  the  attendant  circum- 
stances. No  prudent  accountant  would  think  of  lay- 
ing down  any  general  conclusions  upon  such  a 
matter.  In  the  present  work,  therefore,  all  that  can 
usefully  be  attempted  is  to  describe  the  possible 
a})j)lications  of  the  Slip  System  to  accounts,  to  indi- 
cate the  manner  in  which  these  applications  may  be 
combined  if  thought  desirable,  and  to  point  out  in 
general  terms  some  of  the  leading  advantages,  and 
most  important  disadvantages,  that  are  likely  to  be 
experienced  in  consequence. 

SLIP   DAY    BOOKS. 

One  of  the  most  useful  applications  of  the  Slip 
System  is  undoul)tedly  that  which  does  away  with 


the  necessity  of  copying  every  invoice  sent  out  into 
a  book  of  account,   from   which  postings   into  the 
Sold  Ledger  have  afterwards  to  be  made.   The  chief 
tlisad vantages  of  the  bound  Day  Hook  are  the  time 
occupied  in  compiling  it,  the  great  diffij'ulty  in  dis- 
secting the  entries  when  dissection  is  necessary,  and 
the  risk  that  the  entries  actually  made  in  the  Day 
Book  will  not  be  a  true  coj)y  of  all  the  invoices  for- 
warded to  the  customers.     All  these  disadvantages 
are  obviated  by  the  Slip  Day  Hook.     The  applica- 
tion of  the  system  will  naturally  vary  to  some  extent 
according     to      circumstances,      but      rudimentary 
examples    have   been    in    general    use    for    a    great 
number  of  vears.     Probablv  the  commonest  is  to  be 
found  in  most  retail  .shops  (r,/.  page  32),  where  the 
counter-man  makes  out  invoices  for  whatever  he  sells 
ui>on   forms  which,   by   means   of  a   carbon   sheet, 
enable  an  exact  reproduction  of  the  invoice  handed 
to  the  customer  to  be  retained.     Simultaneously  he 
enters  in  a  summary  at  the  end  of  his  book  against 
the  corres|)onding  distinctive  number  the  total   of 
each  invoice,  and  lhe.se  summaries  should  therefore 
show  the  total  of  his  sales  from  time  to  time.     The 
total  shown  by  these  summaries  may  be  used  as  a 
check  upon  the  (!ash  received  by  the  Cashier  (for 
Cash   Sales  and   Credit  Sales  would  be  entered  in 
different  books.  i>rinte<l  upon  <li.stinctively  coloured 
paper)  while,    if    the  forms  are  systematically  jiut 
away   in   consecutive  order,   there   is  frequently   no 
occasion  for  any  detailed  entries  to  be  made  in  the 
Day   Book   in   connection   even  with    Credit   Sales. 
The  work  of  the  Dissecting  Clerk   is  also  greatly 
facilitated,   the   actual   dis.section  being   to   a  large 
extent  readily  jierformed  by  sorting  out  the  duplicate 
invoices  into  groups  according  to  the  selling  depart- 
ments that  have  i.ssued  them.     This  system,  as  has 
already  })een  stated,  has  been  in  very  general  opera- 
tion for  a  number  of  years  past ;   if,  however,  it  be 
slightly  amplified,  its  utility  can  be  greitly  increased. 
A  somewhat  larger  form  of  invoice  will  usually  be 
found  desirable,  and  it  is  often  convenient  that  the 
Invoice  Form  Books  should  be  arranged  upon  the 
lines  of  a  large  Cheque  Book,  so  that  three  or  four 
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forms    may   appear    upon    an    opening.      Unlike    a  be  sent  to  the  counting-house  at  the  same  time  that 

Cheque    Book,    however,   this    book    should    be  so  the  original    is   despatched   with    the  goods.      The 

arranged  as — by  the  aid  of  a  carbon  sheet — to  take  form  of  such  a  book  may  be  readily  gathered  from 

a   duplicate   of  all   entries  made   upon   the   invoice  the  following — 
form,  which  duplicate  is  also  detachable,  and  should 


EXAMPLE: 


DUPLICATE     INVOICE     BOOKS 
Upper  Sheet  (on  thin  white  paper). 


M 


#OU0l)t    of    X.   Y.   Z.   &  CO. 


I 'J 


No.  A  001. 


Under  Sheet  (on  thicker  paper,  tinted  according  to  Department,  to  facilitate  dissection). 


M 


f^0U(|l)t    of    X.   V.   Z.  &  CO. 


«9 


No.  A 00 1. 


S.L.  Fo.  . . 

Sales  I  ..^ 
Abst.  f  '•°- 


Dissection  Ho. 


Tn  addition  to  the  advantages  already  enumerated,  | 
the  employment  of  the  above  form  of  Invoice  Book  ! 
possesses  another  material  advantage  on  er  the  old- 
fashioned  system  of  Day  Book — namely,  that  it  is  j 
al)solutely   impossible  to  prepare   an   invoice   upon  ' 
the  properly  headed  form  without  at  the  same  time 
bringing  mto  existence  a  copy  of  such  invoi<'e.    This 
effectively    disposes    of    a    risk    that    undoubtedly 
exists    in   practice — namely,    that   of    inadvertently 


despatching  goods  accompanied  by  an  invoice, 
without  having  first  copied  a  record  thereof  in  the 
Day  Book. 

It  will  be  seen  that  the  form  given  above  contains 
certain  reference  spaces,  the  object  of  which  has 
not  yet  been  explained.  These  are  required  when 
it  is  decided  to  dispense  even  with  a  summarised 
form  of  bound  Day  Book,  and  to  make  the  ix)stings 
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direct  from  the  (Uiplicate  invoice  slips.  The 
counterfoils  of  the  Invoice  Book  thus  supply  the 
functions  of  the  Day  Book  so  far  as  may  l»e  neces- 
sary— that  is  to  say,  they  enahle  the  total  Sales 
from  time  to  time  to  be  readily  ascertained  for 
balancing  jjurposes,  and  for  the  pur|)ose  of  checking 
the  dissection  of  such  Sales,  which  doubtless  takes 
place  simultaneously.  It  is,  of  course,  imj)ortant 
that  the  slips  should  be  carefully  (Wt-d  away  in 
order,  and  that  ea<h  Ledger  entry  shouM  contain  a 
reference  which  would  enable  the  corresjjonding 
slij)  to  be  readily  turned  up  at  any  moment  when 
required  ;  but  so  long  as  these  precautions  are 
attended  to,  no  inconvenience  will  as  a  rule  be  found 
to  result  from  i)osting  direct  from  the  copy  invoice. 
The  system  i)ossesses  the  material  advantages  of 
saving  time,  and  of  saving  the  risk  of  error  in  copy- 
ing from  the  invoice  into  the  Day  Book — a  matter 
which  is  the  more  important  inasmuch  as  such  an 
error  would  not  disturb  the  balancing  of  the  Ledger. 
This  application  of  the  Slij)  System  has  been  for  a 
great  number  of  years  employed  by  banks  in  connec- 
tion with  their  cHistomers'  accounts,  which  are 
invariably  j)osted  up  direct  from  the  paying-in  s!i|)S 
and  cheques.  An  additional  advantage  of  the 
system  is  that,  if  the  original  record  contains  bad  or 

EXAMPLE: 


ambiguous  figures,  inasmuch  as  it  has  to  pass 
through  several  hands,  there  is  but  little  risk  of 
those  figures  being  mistaken  in  the  first  instance,  and 
the  error  afterwards  i>erpetuated  throughout  all  the 
books.  Practically  the  only  disadvantage  of  the 
system  is  that  reference  to  loose  slips  at  a  subse- 
quent date  would  probably,  under  the  best  system  of 
filing,  occuj)y  more  time  than  reference  to  the  Day 
'  B«K>k.  As  a  rule,  however,  such  references  would 
be  sufficiently  rare  to  make  the  point  one  of  minor 
inijM)rtance  ;  while  in  those  exceptional  cases  where, 
owing  to  the  nature  of  the  transactions,  references 
are  likely  to  be  frequent,  it  would  probably  be 
thought  better  in  any  event  to  i)Ost  full  details  of 
the  entries  into  the  Ledger,  in  which  «'ase  the 
•iriginal  slip  would  only  have  to  be  referred  to  if  a 
dispute  arose.  Such  cases  may,  however,  be  some- 
limes  met  by  a  further  extension  of  the  Slip  System, 
under  which  the  original  invoice  does  duty  for  a 
Ledger  Acc'ount  as  well. 

SLIP  LEDGERS. 

Where  it  is  desired  to  disi)ense  with  bound 
Ledgers  as  well  as  bound  Day  Books,  and  to  make 
the  original  invoice  slip  serve  all  purposes,  the 
underneath  (or  duplicate)  slij)  requires  to  be  slightly 
modified,  and  may  take  the  following  form : — 


Name 


'9 


No.  A  ooo. 


Sales  Abst. 
Fo 

Dissection 
Fo 


Particulars 


Forward    ( 


Forward    ( 


Details 

Dr. 

Cr. 

i;     s     d 

£ 

8        d 

£      s      d 

(NOTE.     The 

space  occupied  by 
this  column  must 
nut     he     written 
uton  on  the  upper 
sheet.    It  may  be 
utilised  /or    ad- 
vertisements      of 

specialities.) 
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Under  these  circumstances  the  slips,  instead  of 
being  .sorted  out  into  consecutive  order  and  carefully 
put  away  only  to  be  referre<l  to  thereafter,  under 
somewhat  exceptional  circumstances,  are  sorted  out 
and  put  away  in  files  or  drawers,  a  sei)arate  .space 
being  set  aside  for  the  Personal  Account  of  each 
customer.  The  account  of  that  customer,  therefore, 
instead  of  being  comprised  upon  a  single  Ledger 
folio,  or  series  of  folios,  is  covered  by  a  considerably 
greater  number  of  loose  slii)s,  each  of  which  con- 
tains only  f)ne  entry,  as  well  as  the  totals  of  the 
debits  and  credits  both  before  an<l  after  that  trans- 
action was  recorded.  The  number  of  slips  in  con- 
nection with  any  one-  Personal  Account  might 
under  these  circumstances  easily  reach  inconvenient 
proixirtions  ;  but  this  difficulty  is  to  a  very  large 
extent  obviated  by  providing  two  .sets  of  filing 
mechanism,  one  of  which  contains  all  records  of 
accounts  that  have  been  .settled,  leaving  only  the 
unsettled  transactions  in  the  filing  frame  that  is 
being  used  and  added  to  daily.  The  ailvantages  of 
this  development  of  the  system  are  its  absolute 
directness,  and  the  impossil)ility  of  errors  arising 
through  incorrect  copying.  It  is  not  particularly 
suitable  where  the  number  of  transactions  with  each 
in<lividual  customer  is  likely  to  be  very  considerable, 
but  it  is  of  particular  value  in  a  business  where  the 
number  of  Sold  Ledger  Accounts  is  of  nece.ssity 
very  large,  although  but  comparatively  few  can  be 
described  as  accounts  of  regular  customers.  The 
idea  al.so  provides  a  solution  to  what  is  often  a  most 
troublesome  problem — namely,  the  most  convenient 
method  of  <lealing  with  .small  outstanding  accounts 
in  connection  with  cash  businesses  that  are  some- 
times obliged  to  give  credit  to  a  known  customer  for 
a  few  days.  There  being  no  regular  credit  system, 
the  Sold  Ledgers  will  be  non-existent;  l)ut  a  Sold 
Ledger  />ro  km.  can  be  readily  compiled  from  those 
invoice  .slips  which  rei)resent  uni)aid  accounts  from 
time  to  time.  By  filing  these  slips  upon  a  proper 
system,  and  dealing  with  them  as  transactions  in 
accounts,  it  becomes  iK)ssible  to  reduce  the  record 
to  a  proper  and  systematic  basis ;  whereas,  no  matter 


how  carefully  memoranda  may  be  preserved  until  it 
i.s  supposed  that  the  occasion  for  further  keeping 
them  has  gone  l)y,  there  is  always  a  likelihood 
of  some  oversight  occurring.  Moreover,  such 
memoranda  would  at  the  best  be  of  but  little  use 
for  i)urjK)ses  of  evidence  in  a  Court  of  law,  when  it 
is,  of  course,  open  to  the  other  side  to  call  for  the 
[)laintiflF's  accounts  dealing  with  the  subject  matter 
of  dispute. 

A  very  excellent  device,  framed  ujKin  these  lines, 
has  been  i)roduced  by  the  Trading  and  Manu- 
facturing Co.,  Lim.,  Temple  Bar  House,  Meet 
Street,  E.C.,  from  whose  catalogue  the  following 
description  is  extracted:  — 

•♦The  Small  Accounts  Keeper  (illustrate  1  below)  is  a 
simple,  convenient,  labour  saving,  and  economical  device  for 
keeping  accounts  of  a  small  or  transient  nature. 

EXAMPLE:* 


"  There  is,  perhaps,  no  greater  difficulty  in  a  retail  busi- 
ness than  the  keeping  in  order  ot  small  accounts  which  are 
really  not  worth  opening  a  I-edger  .\ccount  for.  Many  are 
so  small  that  a  page  of  a  Ledger  or  Account  Hook  is  wasted, 
or  the  items  are  so  unimportant,  or  are  paid  so  quickl}-,  that 
booking  into  Memorandum  or  Day-book  and  posting  to  a 
Ledger  is  useless  and  altogether  unnecessary  labour.  iJesides 
that,  your  customer  '  wants  a  bill.'  With  this  system,  the 
whole  job  is  done  at  one  writing. 

'*  You  cannot  possibly  mix  your  items,  there  being  one 
account  form  for  each  customer,  and  the  system  is  practically 
self-indexing. 

"  Where  desired,  they  can  be  posted  up  from  a  day-book  : 
but  this  is  hardly  necessary,  except  in  a  large  business,  or 
for  purposes  of  checking. 


. .    .*  T.^^  **^^^  illustration   is  reproduced  from  the  catalogue  of  the  Trading  &  Manufacturing  Co.,   Lim.,  from 
a  block  kindly  lent  by  them. 
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•'  It  will  be  found  just  the  thing  lor  customers  who  buy  •  a 
few  articles  till  Saturday  night,"  or  '  till  next  week,'  or  '  till 
they  pass  again  your  way,'  or  '  come  into  the  town  again.' 

'•  They  perhaps  leave  a  small  balance  over,  or  say  '  don't 
charge  it ;  shall  send  it  in.'  Of  course,  they  forget,  but  you 
can  save  loss  by  jotting  it  down  on  an  '  S.A.K.'  form. 

"  It  consists  of  a  thoroughly  compact  and  substantially 
made  file,  having  a  patent  swing  twin-arch  clip,  fixed  on  a 
well-seasoned  hard-wood  back  ;  top  cover-board  well  covered 
with  cloth,  and  having  eyeletted  holes  to  prevent  wearing  in 
turning  it  over  the  arches. 

"  Indexing  divisional  sheets,  made  of  glazed  press-board, 
plainly  lettered,  can  be  supplied  in  12's  or  24's  (one  letter  or 
two  letters  to  each  sheet),  as  maybe  considered  necessary. 

"  Billheads  or  account  forms  are  neatly  ruled  and  printed 
on  special  paper  in  high-class  style;  size  lojin.  by  5jin.,and 
are  accurately  punched  to  fit  the  twin  arch.  They  are  also 
made  so  that  a  duplicate  copy  can  be  taken  at  one  writing,  if 
desired. 

EXAMPLE:* 


"  Suppose  a  party  named  Jones  buys  an  item,  and,  for  any 
reason,  does  not  pay.  Take  an  account  form  and  fill  in  namei 
and,  if  necessary,  the  address;  fill  in  the  item,  swing 
divisional  at  J  open  file  and  put  the  form  on  the  uprights. 
When  that  party,  or  any  other  who  may  have  had  an 
account  opened  in  the  same  way,  has  more  goods  to  be 
charged,  place  them  on  the  same  sheet  (without  removing  it 
from  the  file),  and  when  they  desire  to  pay,  the  account  is  ready 
and  can  be  opened  up  and  removed  in  an  instant.  Think  for 
a  moment  what  an  immense  saving  of  labour  and  time  this 
would  be,  instead  of  having  to  '  wade  through  '  leaves  of  a 
book  or  a  stack  of  account  forms.  By  placing  accounts  in 
absolutely  alphabetical  order,  according  to  the  vowel  system 
(James  before  Jenkins,  Smith  before  Smollett,  and  so  on),  the 
accounts  are  self-indexing. 


"  Any  bill  can  be  removed,  or  another  inserted,  in  a 
moment,  without  disturbing  the  rest. 

"  This  system  will  be  found  comparatively  inexpensive,  as 
Counter  or  Rough  Day  Books  are  dispensed  with,  besides 
the  immense  saving  of  time  and  labour." 

The  above  remarks  with  regard  to  Slij)  Day  Books 
are  equally  ai)i)Ii<"able  to  the  initial  record  of  all 
transa<"tions  other  than  Cash.  In  most  hiisine.s.se8 
it  will  not  he  practicable  to  deal  with  any  transac- 
tions other  than  '  Sales  uiwn  the  Slip  Sy.stem,  but 
individual  cases  may  easily  arise  in  which  a 
further  develo[)ment  of  the  system  may  be  desirable. 
In  this  connection,  it  may  be  fMDinted  out  that  the 
manner  in  which  most  solicitors  keep  their  draft 
bills  of  costs  contains  in  it  the  germs  of  the  Slip 
System,  and  is  capable  of  further  amplification  upon 
the  same  lines.  It  is  not  as  a  rule  |)racticable  to 
ap|)ly  the  system  to  Purchases,  because  the  basis  of 
the  record  in  this  case  is  an  invoice  received  from 
outside,  which  naturally  is  nr)t  in  the  pres<-ri bed  form 
suitable  for  such  a  purjxise.  It  would  not  be 
impossible  to  annex  slips  to  all  invoices,  as  received, 
which  would  supply  the  omission;  but  bearing  in 
mind  the  fact  that  such  invoices  would  be  of  all 
shajHfS  and  sizes,  it  is  questionable  whether  it  would 
often  be  foun«l  desirable  to  make  the  attempt,  more 
esi)ecially  in  view  of  the  fact  that  the  number  of 
Personal  Accciunts  in  connection  with  the  Bought 
Ledf^'er  is  never  \  ery  jjreat,  and  the  demand  therefore 
for  labour-saving  <'«)ntrivances  is  thus  less  felt  in  this 
department  than  in  connection  with  Sales. 

SLIP  CASH  BOOKS. 

Under  this  heading,  as  has  already  been  fore- 
shadowed, may  be  placed  those  developments  of  the 
Slip  System  which  obviate  the  necessity  of  keeping 
subsidiary  Cash  BtM)ks  for  the  sake  of  recording 
detailed  jx^stings  into  Trade  Ledgers.  Under  all 
circum.stances,  it  would  doubtless  be  <lesirable  to 
keep  the  (ieneral  Cash  Book  as  a  boun<l  book  of 
account ;  but  in  a  concern  of  any  magnitude,  various 
subsidiary  Cash  B(K>ks  would  ordinarily  be 
employed  to  record  the  entries  affecting  each  of  the 
several  Trade  Ledgers,  and   the   Slip  System  may 
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•  The  above  illustration  is  reproduced  from  the  catalogue  of  the  Trading  &  Manufacturing  Co.^  Lim^  from 

a  block  kindly  lent  by  them. 


often  be  usefully  applied  with  a  view  to  reducing 
work  and  saving  unnecessary  re(  ojiying  in 
connection  with  these  records. 

Dealing  first  with  Cash  Received,  as  in  the  case 
of  the  old-fashioned  Day  Book,  there  is  a  risk  of 
entries  being  omitted  although  goods  have  been  sent 
out,  so  in  the  case  of  Cash  Is  there  a  risk  of  money 
being  acknowledged  without  the  Cashier  being 
debite<l  with  a  corresiK>nding  sum.     This  risk  is  (to 


some  extent  at  least)  obviated  by  substituting  carbon 
duplicate  re(ei[)ts  for  counterfoil  receipts.  The  safe- 
guard is,  of  course,  ncjt  infallible,  because  such 
records  being  written  in  pencil  might  be  tampered 
with  subsequently ;  but  this  risk  may  be  reduced  t<j 
a  minimum  if  careful  supervision  be  insisted  uixin. 
The  following  form  of  Receipt  Book  will  fully 
explain  thti  general  idea  in  connection  with  this  part 
of  the  system. 


EXAMPLE: 


countekkoil  for 
Totals  only. 


FORM   OF   THE   CASH    KECKIVED   BOOK. 


Detachablk  Slip  for 
LF.i>r.KK  Clerk. 


Gummed  Receii'T  Form 
(F'rinted  on  reverse  side  to  fold  over). 


001 

:    001 

:     SL.  Fo. 

IQ 

:  001 

:           llccciwc^  from 

19 _ 

© 

\    Cash   £           :            : 

Cash   £                : 

For  X.  V.  Z.  &  Co. 

:     l>is      £           :            : 

:    002 

Dis.     £       :        : 

002 

002 

" 

" 

In  its  most  rudimentary  form  this  .system  will  be 
so  applied  that  the  carbon  duplicates  (which  are 
facsimiles  of  the  actual  receipts  issued  to  customers) 
are  detached  from  the  Receipt  Book  and  handed  to 
the  Ledger  clerks,  to  be  jKJSted  by  them  to  the 
Personal  Accounts  of  the  various  customers.  The 
counterfoils  in  the  Receipt  Book  will  enable  a  total 
of  Cash  Received  to  be  arrived  at  which  will  serve 
the  double  purjxjse  of  enabling  each  Sold  Ledger  to 
be  balanced,  and  of  checking  the  cash  debited  in 
the  General  Cash  Book  as  having  been  actually 
received  from  customers.  If,  however,  the  system  be 
<levelo|>ed  further  (as  i)reviously  explained)  so  that 


the  original  slips  are  employed  to  take  the  place  of 
Ledger  Accounts,  then — like  the  Day  Book  slips — 
the  duplicates  must  be  somewhat  altered  in  form, 
and  will  bear  the  same  relationship  to  the  above 
form,  that  the  form  on  page  204  bears  to  that 
shown  on  paj^e  203. 

It  is  unnecessary  to  again  go  into  the  question  of 
the  relative  advantages  of  the  "  old  "  and  **  new " 
systems  at  this  i)oint,  as  the  matter  has  already  been 
referred  to  in  connection  with  the  development  of 
Day  Book  Slips  into  Ledger  Accounts  (page  205). 
It  may  be  added,  however,  that  it  is  very  possible  to 
over-estimate    the    disadvantage    of   receipts    given 
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from  carbon  books,  and  therefore  in  pencil.      The 
possible  risk  that  they  might  l)e  fraudulently  altered 
by  the  customer  may,   it   is  thought,  be  left  out  of 
account,  because — apart  from  the  evidence  of  the 
customer's  chtMpie—  the  fact  that  a  dui)licate  can  be 
])roduced  that  ou^ht  to  be  an  exact  facsimile  of  the 
original  reduces  this  risk  to  a  minimum.     The  risk 
that   the   duplicate  may   be   fraudulently   altered  to 
conceal  a  deficiency  on  the  i)art  of  the  Ca.shier  is  a 
contingency   which,    in    the    first    place,    will    only 
seriously   arise   if  the   Cashier   ha«l   control   of  the 
duplicates   (a   contingency   that   ought  never  to  be 
possible)  ;    while,  in   the  second  place,   given   these 
undesirable  conditions,  the  more  common  form  of 
counterfoil  receipt,  although  written  in  ink,  affords 
even    less     jirotection    than    the     carbon  duplicate 
variety,    for   with    the    former   there    is   nothing   to 
prevent  the  body  of  the  receipt  and  the  counterfoil 
having  been  made  out  for  different  amounts  ah  inilio, 
whereas  with  the  carbon  variety  an  alteration   is  a 
sint  quii  mn  before  any  discrepancy  is  possible.    It  is, 
perhaps,  just  conceivable  that  the  upper  sheet  might 
be  filled  up  without  any  carbon  sheet  underneath, 
and    the    under    sheet    subsequently    filled    up    by 
writing  direct  ujwn  the  carbon,  but  such  irregularities 
as   these  would   be  too  dangerous  to  l)e  likely   to 
occur  in   any  well   ordered   office  where   a  regular 
system  of  supervision  applied.     In   the  absence  of 
supervision,  irregularities  of  all  kinds  are,  of  ("ourse, 
not  merely  i)ossible,  but  to  be  expected  ;   in  such 
cases,  however,  their  occurrence  must  in  fairness  be 
attributed,  not  to  the  system  of  accounting  employed, 
but  to  the  lack  of  system  in  connection  with  the 
super\ision  and  the  manner  in  which  it  is  carried  out. 

Passing  on  to  Cash  Payments,  a  book  containing 
particulars  of  remittances  can  l>e  readily  so  framed 
(upon  the  lines  already  described)  as  to  form  the 
basis  of  j)Ostings  to  the  debit  of  Ledger  Accounts, 
without  necessitating  the  interventi«»n  of  a  Bought 
Ledger  Cash  Book ;  and,  if  thought  desirable,  .su<'h 
a  book  might  be  further  exten<led  so  as  to  include 
the  actual  cheques  themselves,  although  these  wouhl 
of  necessity   have   to   be   written    in    ink,   and  it 


would  be  well  therefore  to  so  arrange  the  form  that 
it  was  unnecessary  to  retain  a  carbon  duplicate  of 
this  portion.  It  may  be  pointed  out,  however,  that 
with  most  concerns  Bought  Leilger  payments  would 
not  be  so  numerous  as  to  make  this  particular 
development  of  the  Slip  System  specially  advan- 
tageous, while  expenditure  which  had  to  be  posted 
l«>  the  debit  of  Nominal  Accounts  would,  it  is 
thought,  in  all  cases  be  better  recorded  ui)on  the 
"old"  system,  through  the  medium  of  boun<l  books. 
There  is  an  f)bvious  a<lvantage  to  be  gained  by  the 
application  of  the  Slip  System  to  Sold  Ledger  Cash, 
because  it  reduces  to  a  minimum  the  risk  of  money - 
being  received  and  acknowledged  upon  the  proper 
form  without  being  afterwards  «luly  accounted  for. 
In  the  case  of  Bought  Ledger  Cash,  however,  and 
other  payments  by  cheque,  the  counterfoils  of  the 
Cheque  Book  (which  are  themselves  a  rudimentary 
form  of  Slii)  System)  afford  a  sufficient  safeguard 
against  such  omissions. 

SLIP  LEDGERS. 

The  employment  of  the  original  record  as  a  book 
of  first  entry,  and  also  as  a  Ledger  Account,  has 
already  been  explained.  It  may  be  adde<l,  however, 
that  there  are  «)ther  developments  of  the  Slip 
Svstem  in  connection  with  Ledgers,  which  may  be 
used  either  in  connection  with  Slip  Day  Books  or 
Cash  Books,  (.r  in  connection  with  bound  books  of 
first-entrv. 

CARD  LEDGERS. 

With  the  ordinary  bound  Ledger,  a  page,  or  a 
certain  number  of  pages,  are  in  the  first  place  set 
aside  for  each  of  the  various  accounts,  an«l  if  the 
space  so  originally  provideil  be  filled  up  bef«)re  the 
Ledger  as  a  whole  is  full,  the  account  has  to  be 
carried  forwanl  to  .some  other  jxjrtion  of  the  same 
Ledger;  while  eventually,  when  the  whole  Ledger 
has  been  completely  filled,  every  account  therein  con- 
tained (except  tho.se  which  show  no  balance,  and 
uiM>n  which  no  further  transactions  are  exiKjcted)  has 
to  be  simultaneou.sly  carried  forward  into  a  new 
Ledger,  opene<l  u|K)n  similar  lines.  The  Card 
Le<lger  pos.sesses  the  following  advantages:  — 


(i)  By  keeping  two  sets  of  frames,  for  "  open " 
and  "closed"  accounts  respectively,  the 
number  of  actual  Ledger  Accounts  that 
have  to  be  handled  from  time  to  time  is 
reduced  to  a  minimum,  and  the  labour 
of  extracting  balances  simplified  to  a 
corresponding  extent. 

(2)  The  record   of  transactions   with   each   indi- 

vidual customer  can  be  kept  together, 
instead  of  being  scattered  over  a  number 
of  different  parts  of  a  series  of  Ledgers. 

(3)  As   the   cards   can   be   kept  in   any   desired 

order,  no  Ledger  Index  is  necessary. 

(4)  The  time  never  arrives  when  a  new  Ledger 

and  Index  have  to  be  prepared  /;/  tntn.  The 
Card  Ledger  is  "  perpetual." 

(5)  The  cards  being — ^for  the  sake  of  convenient 

handling — comparatively  small,  there  is 
never  any  temptation  to  have  recourse  to 
the  objectionable  device  of  opening  two  or 
three  accounts  upon  the  same  page. 

The  disadvantages  of  the  Card  System  are :  — 
(i)  A  card  may  be  displaced,  or  lost. 

EXAMPLE:* 


(2)  A  falsified  card  may  be  bodily  substituted  for 

one    that    the    Ledger-keeper    desires    to 
suppress. 

(3)  An  elaborate  special  ruling  is  impracticable 

upon  a  small-sized  card. 

(4)  Objections  might  be  raised  to  a  Card  Ledger, 

if  produced  as  evidence  in  a  Court  of  law. 

Subject  to  the  qualification  that  no  development 
of  the  Slip  System  should  ever  be  introduced,  save 
where  there  is  a  competent  staff  of  bookkeepers  who 
are  properly  and  effectively  supervised,  it  is  thought 
that  the  last-named  is  the  only  objection  that  need 
be  seriously  regarded.  At  the  present  time  there 
might  quite  conceivably  be  some  prejudice  against 
Card  Ledgers  as  evidence  of  transactions  that 
actually  took  place  at  some  previous  date,  but  the 
Ledger  posting  is,  of  course,  only  one  of  several 
records  that  would  be  in  existence  to  prove  that  the 
entry  was  made  upon  the  date  named.  There  ought, 
therefore,  never  to  be  any  serious  difficulty  in  pro- 
ducing sufficient  evidence  to  show  that  the  entries 
relied  upon  were  actually  made  at  the  time  stated, 
and  this,  of  course,  is  the  only  material  point 

The  usual  forms  of  Ledger  Card,  and  of  the  frame- 
work in  which  such  Cards  may  be  arranged,  are 
shown  below :  — 




. 

.    ^ 

\ 

•  The  above  illustration  is  reproduced  from  the  catalogue   of  the   Library   Supply  Co.,  from   a    block   kindly 
knt  by  them. 
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EXAMPLE 


LOOSE-LEAF  LEDOERS 

Loose-Leaf  Letlgi-rs  i»»-(Uj>y  a  ])la<e  luidwny 
between  Card  Ledgt-rs  and  ISook  Lj-dgt  rs.  In 
form  they  are  like  the  latter,  >Yith  the  important 
exception  that  the  leaves,  instead  of  l.ring  per 
manently  hound  togt  ther,  are  merely  held  by  a 
locking  arrangement,  which  grijis  them  tightly  for 
the  time  being.  As  often  as  may  be  ncpiired  the 
Ledger  can  be  unldcked,  fdlcd  up  btli..s  remcjved 
and  i)laced  in  the  "Old  Accounts"  binding  cover, 
and  their  jilace  taken  by  new  shttts.  The  advan- 
tages of  the  Loose-Leaf  Ledger  over  the  Card 
Ledger  wouM  appear  to  l>e  ehiefly  that   it   can  be 

EXAMPLE^:  i 


readily  manipulat<  d  by  those  who  have  had  no 
previous  e\perien<'t'  of  the  Slip  System;  and, 
further,  that  th«-  sheets  may  b»;  of  any  convenient 
si/e  and  ruling,  whereas  Cards  cannot  conveniently 
be  largt  r  than  (say)  live  inches  by  eight  in<hes,  on 
account  of  the  difficulty  of  quickly  handling  larger 
sizes.  Under  some  circumstan<*es,  when  it  is  desired 
that  the  Ledger  i>ostings  shtaiM  contain  considerable 
detail,  the  advantage  of  being  able  to  t-mploy  large 
Ledger  Sheets  of  special  ruling  may  lx;<:onsiderable. 
Asa  rule,  h<»wever,  for  I'.ought  «»r  Sold  Ledgers  no 
very  detailed  jxtstings  are  necessary.  A  b^rm  of 
Loose-Leaf  Ledger  is  shi»wn  below:  — 


Open  ready  for  use     Note  the  index  distributed  through  the  Dook. 


•  The  above  illustration  is  nproditced  from  the  attalof^tie  of  the  Library  Supply  Co.,  from  a  block  kindly  lent  by  them. 
t  The  above  illustration  is  reproduced  from  the  catalogue   of  the  Trading  and    Manufacturing   Co.  Urn.,  from 
u  block  kindly  lent  by  them. 
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EXAMPLE:- 


Sheet  from  Loose-I^af  bedger. 
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SUMMARY. 

From  what  his  been  stated  abovr.  it  will  b<!  seen 
that  the  Slip  System  is — to  some  extent  at  least — a 
"reversion''  tf)  kee[)ing  records  upon  loose  sheets  of 
paper,  inst«-ad  of  in  !)ound  books.  If  it  is  to  re-tain 
its  functions  as  a  "system,"  it  nei  .1  hardly  be  pointed 
out  that  it  is  essential  that  especial  cure  should  be 
taken  that  everything  is  done  i)roj)erly  and  in  order 
— in  fact,  systematically.  It  would  probably  never 
be  safe  to  dt'i)ute  inexperienced  or  inefficient  book- 
keepers to  keep  records  upon  the  Slip  System;  l>ut 
ex[)erience  has  shown  that  competent  bookkeepers, 
if  reasonably  supervised,  can  produce  excellent 
results  from  this  system,  and  that  a  material  saving 
of  time  and,  in  cunsequen*  .  ,  (,t  sdiries — ma\  result 
from  Its  introduction.     Another  special  comenienee, 


which  in  some  cases  is  particularly  valuable,  is  that 
the  svslem  readilv  len<ls  itself  to  everv  possible  sub- 
dixision  of  labour.  With  bound  books  it  is  n<  it 
iisiirdly  |ir;H'tic;ible  for  more  tIi;Mi  two  r|erks  to  b^-  it 
Work  upon  the*  same  pair  of  books  ([.edi;,er  and  I>«mj!c 
of  first  entry),  at  thf-  sam<-  time.  L'nder  the  .Slip 
.System,  however,  there  is  no  difficulty  whatever  in 
any  <lesired  number  of  clerks  being  at  work 
.'•.imMll  ii!(i.''.«,|y.  'This  n  ilurally  doi  s  :'w;iv  witii  oi.»: 
of  the  more  important  advantages  of  s'-'.l»-dividing 
hea\y  Tr.uli;  Ledgers;  but  the  conveniemf  .4 
being  able  to  balanr  ••  eich  Ledger  separatelv  is 
such  that  a  similar  distinction  should,  as  a  rule,  be 
ob.served  in  connection  with  Canl  or  Slip  Ledgers  as 
,  much  as  with  bound  or  Loose-Leaf  Lerlgers.  This 
!  division  can,  h(»wever,  be  very  reidily  marked 
j  by  regarding  each  «lrawer  or  fde  in  whi<h  the  Cards, 
or  Slijts,  are  kept  as  a  Le<lger  ca{)ab!e  of  being 
separati.ly  balan<ed.  Alternatively,  some  houses 
l)referto  abandon  all  attempt  to  divide,  say,  the  Sold 
Ledger  into  sections,  but  balance  t!ie  whole  daily. 
.So  long  as  it  is  ])racticable  to  extract  a  Trial  IJalance 
each  day,  a  sub-division  is  [)robably  unnecessar}- ; 
and — in  conne<tion  with  the  Slip  .Sy.stem — a  per- 
manent record  of  the  Ledger  balances  at  the  close 
of  each  day  is  undoubterliy  of  very  considerable 
value  ;  but  if,  f(jr  any  reason,  it  is  not  jiracticable  to 
l)alance  the  Ledger  at  such  frequent  intervals,  .some 
form  of  sub-di\ision  will  doubtless  be  found 
desirable,  in  order  to  enable  errors  to  be  located 
when  a  flifference  in  balancing  is  found  to  exist. 


Th'  above  illustnitiim  is  reproJinwi  from    tin  catalogue  of  thi    Tradim;  er  Manufacturing   Co.,  Lim.,  front 
a  block  kindly  lent  by  them. 
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CHAPTER    XIX. 


COST    ACCOUNTS. 


COST  ACCOUNTS  are  accounts  supplemental, 
or  subsidiary,  to  financial  accounts,  and  are 
compiled  for  the  purpose  of  j,nving  additional  infor- 
mation as  to  the  detailed  cost  of  working  an  under- 
taking,  or   any  particular  section   thereof.      It  will 
thus  be  seen  that,  whereas  the  financial  accounts  are 
complete  in  themselves  and  independent  of  the  Cost 
Accounts,     the    latter    are     of    the    very     greatest 
importance  and  value  to  those  responsible  for  the 
successful    working   of  the  undertaking.      Si)eaking 
generally,   a  Cost   Account   may  be   said   to   be    a 
section,  or  portion,  of  the  Trading  and  Profit  and 
Loss  Accounts.     It  may  sometimes  represent  some 
division  of  the  latter  in  point  of  time  or  in  depart- 
ments (each  section  covering  the  same  period  as  the 
combined  account),  or  the  divisions  may  be  in  both 
respects    simultaneously,    as    when    separate    Cost 
Accounts  are  prepared  of  each  contract  undertaken, 
numerous  contracts  being  worked  upon  at  the  same 
time,  while  the  period  occupied  over  each  contract 
is  a  varying  quantity. 

The  nature  of  the  Cost  Accounts,  and  also  the 
manner  in  which  they  are  compiled,  will  depend 
greatly  upon  the  nature  of  the  transactions 
embarked  upon.  Before  discussing  the  matter 
further,  therefore,  it  will  perhaps  be  convenient  to 
indicate  the  different  classes  of  Cost  Accounts  most 
usually  to  be  found.     They  are  as  follow:  — 

(i)  Undertakings  whose  transactions  are  divisible 
into  several  distinct  departments,  each 
dealing  with  a  separate  class  of  goods, 
which  are  regularly  being  constructed. 


(2)  Undertakings  whose  transactions  are  di%nsible 

into  distinct  contracts,  where  the  sei>arate 
result  of  ea<-h  contract  is  required. 

(3)  Undertakings  whose  transactions  are  divisible 

into  separate  contracts,  each  of  which 
contracts  is  executed  in  part  by  various 
different  de[)artments,  when  it  is  desired  to 
show  separate  departmental  results,  and 
also  the  results  of  each  separate  contract. 

(4)  Undertakings    whose   transactions    consist    of 

the  manufacture  of  a  single  product,  but 
where  the  conditions  are  such  that  the  cost 
of  manufacturing  that  product  varies 
greatly  from  time  to  time. 

(5)  Undertakings  whose  transactions  involve  the 

manufacture  of  a  great  number  of  difTerent 
articles,  each  consisting  of  two  or  more  pro- 
cesses, where  it  is  desired  to  show 
separate  results,  both  departmentally  and 
in  resi)ect  of  each  article;  but  where, 
owing  to  the  number  of  the  latter, 
complete  Cost  Accounts  are  impracticable. 

The  above  classification  of  Cost  Accounts  has 
been  suggested  by  a  perusal  of  Strachan's  «  Cost 
Accounts"  (an  interesting  hand-book  recently 
published  by  Messrs.  Stevens  &  Haynes),  and  will 
serve  the  present  purpose  as  well  as  any  other.  It 
will  be  readily  understood,  however,  that  in  the 
nature  of  things  Cost  Accounts  are  hardly  capable 
of  exact  division  into  distinct  classes,  on  account 
of  the  widely  varying  requirements  of  different 
undertakings. 
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(I)  DEPARTMENTAL  COST  ACCOUNTS. 

The  requirements  under  this  heading  are  com- 
paratively simple,  inasmuch  as  all  that  is  required  is 
a  number  of  detailed  Trading  Accounts — one  for 
each  department — all  of  which  will  cover  the  same 
period  as  the  Trading  Account  which  forms  part  of 
the  system  of  financial  books.  Under  these  circum- 
.stances,  it  will  be  convenient  that  the  financial 
Trading  Account  should  include  those  items 
included  in  the  Departmental  Cost  Accounts,  and 
no  others,  so  that  the  aggregate  result  of  the  Cost 
Accounts  may  agree  with  the  balance  transferred 
from  the  Trading  Account  to  the  Profit  and  Loss 
Account.  This  system  of  accounting  will  be  found 
suitable  to  manufactures  which  include  a  number  of 
comparatively  simple  and  distinct  articles,  in  which 
case  the  accounts  are  merely  upon  the  lines  of 
ordinary  Departmental  Accounts  (already  explained 
in  Chap.  V.);  the  system  is  also  suitable  where  the 
manufacture  consist  of  a  number  of  di.stinct,  and 
well-defined,  processes  through  which  every  article 
has  to  be  taken. 

A  typical  example  of  such  a  condition  of  affairs 
will  be  found  to  obtain  in  a  Boot  and  Shoe  Factory. 
The  procedure  in  such  ca.ses  will  be  similar  to  the 
De[)artmental  .Accounts,  save  that  each  department, 
after  the  first,  must  be  treated  as  purchasing  from 
the  preceding  department  its  manufactured  product. 
A  definite  scale  of  prices  must  therefore  be 
arranged  as  between  one  department  and  another, 
each  department  being  treate<l  as  having  earned  its 
profit  as  soon  as  it  has  completed  its  part  of  the 
whole  process  of  manufacture.  This  system  lends 
itself  readily  to  the  preparation  of  detailed  and 
accurate  accounts,  and,  speaking  generally,  infringes 
no  fundamental  princ^iple  of  accounting.  It  is 
imjxjrtant,  however,  when  preparing  the  financial 
accounts  at  the  end  of  each  jieriod,  to  broadly 
review  the  general  position  with  a  view  to  guarding 
against  partly-finished  goods  being  taken  into  stock 
at  a  sum  in  excess  of  actual  cost,  unless  there  is 
every  reason  for  supposing  that  the  manufacture  will 
in  due  course  be  completed  and  the  articles  then 


find  a  ready  purchaser  at  the  normal  price.  If  there 
be  any  doubt  under  either  of  these  headings,  then 
clearly  a  reserve  should  be  made  against  possible 
loss  on  the  work  already  done  in  the  earlier 
departments  of  manufacture. 

(2)  SIMPLE  CONTRACT  ACCOUNTS. 

This,  as  a  class  of  Cost  Accounts,  is  not  likely  to 
occur  often  in  practice ;  but  it  is  convenient  to  con- 
sider the  simpler  problems  here  provided  before 
viewing  them  in  their  more  practical,  and  more  com- 
plicated, aspect  as  appearing  under  heading  (3). 
The  nature  of  the  transactions  is  that  certain  simple 
articles,  which  can  be  completely  manufactured  in  a 
single  department,  are  contracted  to  be  made  at 
definite  prices,  and  the  object  of  the  Cost  Accounts 
is  to  show  the  actual  cost  of  production,  with  a  view 
to  (a)  checking  the  estimate  upon  which  the  contract 
was  based  ;  (b)  providing  data  for  future  estimates ; 
and  (c)  enabling  leakages  to  be  detected,  thus  paving 
the  way  for  the  introduction  of  further  economies 
in  the  future.  The  principle  in  these  cases  is 
identical  with  the  principle  of  Departmental 
Accounts,  save  that  the  division,  instead  of  being 
upon  definite  lines  that  are  invariably  the  same, 
varies  from  time  to  time  according  to  the  contracts 
then  in  hand,  each  account  being  closed  up  as  soon 
as  that  contract  is  completed.  The  Cost  Accounts 
do  not  thus  run  on  for  a  period  equal  to  the  financial 
year  of  the  undertaking,  but  for  a  period  equal  to 
the  duration  of  the  contract ;  to  enable  the  Cost 
Accounts  to  be  reconciled  with  the  financial 
accounts,  however,  each  contract  remaining  uncom- 
pleted at  the  close  of  a  financial  year  must  be 
balanced  up  to  that  date,  in  addition  to  being 
balanced  off  when  the  work  is  finished. 

(3)  DEPARTMENTAL  CONTRACT  ACCOUNTS. 

The  distinction  between  the  accounts  that  come 
under  this  heading  and  those  referred  to  under  the 
[)receding  is  that  the  contract  in  each  case  consists 
of  several  "parts,"  or  distinct  processes,  the  results 
of  each  of  which  have  to  be  definitely  shown.  The 
accounts  therefore  require  still  further  sub-division 
in  order  to   produce   the    required   result.     Each 
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separate  Cost  Arroiint  should  show  not  nitrily  the 
result  of  that  part'n'ul;ir  tniitr.ut.  Imt  ;ilsn  Mn- 
expenses  incurreil  in  (Muinettion  with  t  ach  dtpnrt- 
ment  or  {>roress,  and  /'(V  ^onlra  that  portion  of  thr 
contrart  prire  wiuch  ni;iy  lu'  allo(;itiil  thncto.  '1  hf 
latter  may  l>e  readily  anixcd  at,  in  that  the 
estimate  would  alwa\s  he  the  a|^i;rcj;aU  (^i  an 
estimate  of  eat  h  stparate  dt-parlnant.  or  pro*  r;>.-i. 
Cost  Accounts  ( oming  under  thi+i  (•las.siti«ation 
would  be  tabulated  from  time  to  time,  so  a>  lo  show 
not  merely  the  separate  result  ot  each  contract  and 
the  aggregate  result  f>f  the  contracts  as  a  whoU-,  but 
also  the  aggregate  result  ol  i  ach  sej»arate  depart 
ment.  I'he  majority  ol  inanutat  turcrs"  accounts, 
whtre  the  work  is  contracted  lor  in  a<lvance,  will 
come  under  this  heading. 

(4)  "SHORT-PERIOD"  COST    ACCOUNTS. 

The  re(]uirements  under  this  heading  are  com 
|)aratively  simple,  in  that  the  account  is  practically 
neither  more  iior  less  than  a  'I'rading  A<c(»unt  b)r 
a  limited  jieriod,  save  that  (as  a  rule)  the  i»articulars 
of  cost  will  be  fullir  than  is  usually  <"onsidered 
necessary  in  rnian<Mal  accounts.  l^\ampKs  t>f  such 
accounts  are  afforded  by  Collieries,  Iron  and  Steel 
Manufacturers,  (las  Works,  and  the  like,  while 
accounts  j»repared  upon  exactly  the  same  lines  are 
comjMled  by  Railways,  'Jramways,  Hotels,  ami 
certain  other  luitlertakings,  whiih,  although  not 
engaged  in  manufacture,  require  for  their  suc«essful 
working  to  keep  careful  and  constant  sujiervlsion 
over  their  working  exin-nses.  'j'he  problem  in  su«h 
cases  is  comparatively  simj>Ie,  in  that  the  analysis 
of  e.\j)eniliture  follows  exactly  the  same  lines  as  that 
required  for  the  linancial  accounts,  save  that  perhaps 
some  further  dissection  is  necessary  to  provide  the 
additional  detail  requireil.  A.ssuming,  however,  that 
the  Cost  Accounts  are  prepared,  say,  fortnightly, 
then  13  such  accoimts  should  agree  exactly  in  all 
particulars  with  the  half-yearly  Trading  Account. 
The  object  of  comj)iling  the  record  at  more  frequent 
intervals  is,  in  the  first  place,  that  leakages  may  be 
detected  and  rectified  at  the  earliest  po.ssible 
moment ;  and,  in  the  second  place,  that  the  outiuit 


mav  be  controlK<l,  by  re.stricting  it  when  conditions 
are  mifa\ourable.  and  enlarging  it  when  the  value  of 
the  product  is  relatively  high  as  »  ompareil  with  the 
co.-.t  of  its  productiiM). 

(5)  MISCELLANEOUS   COST   ACCOUNTS. 

Untler  this  heading  may  be  included  the  ac»«)unts 
"I  thosi-  manub«cturers  who  «leal  with  a  vast 
number  ot  different  and  continually  varying  articles, 
some  of  which  are  mnde  for  "slock  "  purposes,  and 
some  on  contract,  under  such  conditions  that  it  is 
|»ractically  imjK)ssibIe  to  employ  a  complete  system 
(»f  Cost  Ac«:«»unts,  such  as  those  already  de.scribed. 
In  such  cases  naturally  all  that  is  possible  is  to  com- 
pile the  most  complete  a«  counts  that  are  reasonably 
pra«ticable  in  the  difficult  circumstant'es  of  the  case. 
As  a  rule,  it  will  txtt  be  practii'able  to  do  more  than 
keep  complete  Departmental  Accounts  (as  e\|»lained 
under  i)aragraph  (1)),  and  to  supj)lement  these  by 
C(»st  Accounts  in  connection  with  certain  articles, 
selected  from  time  to  time  as  tests;  while  occasion- 
ally it  may  be  foimd  jiracticable  to  keep  complete 
particulars  of  all  costing  o|)erations  over  a  conijiara- 
ti\ely  short  jierioil,  although  tiie  cost  of  keeping 
such  aciounts  continuously  wcndd  be  prohibitive. 
It  is  under  this  bending  that  the  mcist  difficult 
j»robIems  will  arise  in  |tracti«e  ;  but  ina.smuch  as 
each  must  be  dealt  with  upon  its  own  merits,  no 
general  observations,  suc"h  as  could  be  made  here, 
are  likely  to  pro\e  very  useful  in  i)ractice. 

PREPARATION  OF  COST  ACCOUNTS. 

The  general  nature  (»f  Cost  Accounts  under  varv- 
ing  circumstances  having  now  been  described,  it  will 
ite  .seen  that,  in  general,  the  prcK'ess  of  compiling 
.such  accounts  invc»lves  neither  more  nor  less  than 
an  elab«»rate  di.s.section  i>f  at!  expenditure  into  more 
or  less  numennis  sub-di\isions.  Such  expenditure 
may  be  broadly  cla.ssifiecJ  under  four  headingg :  — 

(</)  Wages. 

(p)  Materials  specially  acquired  for  that  par- 
ticular pur[M3se,  and  capable  of  being 
directly  charged  thereto. 
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(()  Materials  consumed  from  Stock. 
('/)  Cietieral   Kslablishnienl    Ivxpense.s. 


evident,  when  it  is  borne  in  mind  that  a  volume  at 
least    the    size    of    the    [jfesent  one    might    usefully 
I  be    written    on     the    Cost    Accounts    of    any    one 
I  lie   most   con\enienl  inelhoil   o!  dissecting   tliese     re})r(5sentativj  industry, 
four   c-|:issfs    of   (  xpendilnre    will,    in    the   natnre    of  > 


thing.s,  \ary  (<»  a  large  extent  acconling  to  (he 
manner  in  which  it  is  bunid  convenient  to  record 
such  expenditure  in  the  linancial  books  ot  account. 
The  question  is  one  that  should  alwa\s  be  carefullv 


{a)  Wages. — If  the  linancial  books  are  designed 
to  shi»w  departmental  results,  the  Wages  Analyses 
mav  be  readilv  framed  to  dissect  the  total  wages 
j»ai(l    from  time   to   time  into   clepartments.      When, 


.  ,        .   ,  •  ,        .  .         ,  '  '  however,    it   is  desired   to   further  sub-divide  Wages 

taken  nUo  cc>nsideration  when  the  svslc  uj  <»r  linancial  ! 

.     .     ,.,.,,.'  '^"    '»•*>    t<"    show    the    expenditure    upon    eac^h   of    a 
accounts  is  beuig  designed:    but,  inasmuch  as  such  ,  ,.    ,.,.  ,     ,.  . 

I  numi»er  ot  ctifterent  contracts,  suc-h  di.s.section   must 

systems  will  naturallv  \arv  enormouslv  accordinu  to  ■  /  1  \   .   1         i  .  •  i     .1       i       1 

"1  (as  a  rule)  take   place  ttutsicle  the   books  necessar>' 

the  rc-.|uirements  of  each  particular  undertaking,  |  |-.,r  i„,aneial  imrposes.  Not  infrequently  the  dissec- 
only  a  b-w  general  imlications  can  In-  given  in  the  |  tinn  may  be  best  accomplished  upcju  sheets  ruled 
present    work.      Thi.s,    it    is    thought,    will    be   self- j  similar  to  the  following 


EXAMPLE 


VV.VGES     DISSI'XTION,    for  the  rorlni-ht  cnde.l i 


90. 


N.tiin 


r.-tal 


;    £    s    rt 


Xtiiiilier^  of  Contract 


£    s    .1       £    s    ft 


Contriict  I.c«l-(r  fo. 


1  I   £    s    d      jT    s    d  I   £    s    d 


If  practicable,  however,  it  will  often  be  found  to 
materially  reduce  the  amount  itf  work  involved  if 
some  development  of  the  Sliji  Sy.stem  (Chap. 
XVIII.)  be  applied  to  the  analysis  of  Wages  over 
the  various  contract.s.  The  Slip  System  lends  itself 
well  to  work  of  this  de.scri|)tion,  in  that  there  is 
rarely  (if  ever)  any  imperative  necessity  b.r  keeping 
a  permanent  record  of  how  the  various  details  of 
Wages  are  made  up,  .so  long  as  the  amount  clebited 
weekly  (or  fcjrtnightly)  to  the  various  contracts  then 
open  is  made  to  agree  with  the  total  of  Wages  i)aid. 


It  may  be  added  that,  under  the  general  term 
•■  Wages  "  as  employed  here,  it  shc3uld  be  understood 
that  all  payments  to  workers  and  supervisors  are 
included  which  are  capable  of  being  directly 
analysed  o\er  the  various  contracts  in  hand. 
Salaries  paid  to  manager.?,  and  other  similar 
expenses  which  c-annot  be  so  readily  dissected,  are 
be.st  in<-luded  under  the  heading  of  Establishment 
Ex])enses,  and  divided  in  the  manner  explained 
hereafter. 
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(b)    Materials     Directly     Charceable.— The  '  employed  for  the  record  of  invoices  for  all  goods 
expenditure   under    this    heading    may    be  readily     received,  such  as  the  following 
arrived  at  if  a  suitable  form  of  Purchase  Book  he  | 


EXAMPLE 


PURCHASE  BOOK,  for  the  month  of 190    . 


Date 


13.    L. 

Aniount 

Misctllaneous  .Xccounts 

Stores 

Contracts 

Fo.        of  Invoice 

Account 

N.  L. 
Fo. 

Amount 

No. 

C.  L. 

Fo. 

Amount 

L     s    d 

£     »    -i 

£    s   d 

£    »  d 

Here  again,  however,  the  principles  of  the  Slip 
System  may  often  be  employed  with  advantage,  the 
actual  invoices  themselves  being  handled,  and 
charged  up  direct  tt)  the  various  contracts ;  or 
Analysis  Sheets,  sujjpienieiitary  lo  the  I'urchases 
Book,  may  be  employed,  such  sheets  being  for  all 
practical  i)urj)oses  "  intermediate  "  Ledgers,  collect- 
ing the  materials  directly  chargeable  against  each 
contract,  so  that  the  i)eriodical  total  only  is  j)Osted  to 
the  Ledger  Account  oi)ened  in  respect  thereof  in  the 
Cost  Ledger. 

(t)  Stores  Consumed. — Under  this  heading  may 
be  included  all  Materials  (including  Plant)  issued 
from  the  works  for  the  use  of  any  particular  contract, 
each  contract  being  afterwanls  iredited  with  the 
value  of  such  Materials  and  Plant  as  may  be  returned 
unconsumed.  In  the  case  of  Plant,  however,  credit 
should  be  given  at  a  reduced  figure,  to  compensate 
for  the  wear  and  tear  incurred  during  the  time  that 
the  Plant  remained  at  the  disposal  of  that  particular 
contract.  To  avoid  confusion,  it  is  perhai)s  desirable 
to   add  that   this  actual   debiting   and   crediting  of 


IMant  to  a  contract  would  only  be  performed  in  cases 
where  the  work  was  done  away  from  the  factory; 
it  is,  then,  most  imiMjrtant  to  keep  an  accurate 
record  of  all  Plant  that  may  leave  the  factory 
|)remises,  with  a  view  to  seeing  that  it  finds  its  way 
back  again  to  the  factory  yard  after  the  contract 
has  been  completed. 

There  are  numerous  methods  in  general  use  of 
keeping  a  record  of  Stores;  but  many  of 
these  methods  are  unreliable  owing  to  their 
un.systematic  nature,  and  it  is  thought  that  some 
application  of  the  Slip  System  is  the  only  satisfac- 
tory method  that  can  be  employed.  Under  this 
system  a  requisition  should  be  made  out,  and 
given  to  the  Storekeei)er  in  exchange  for  whatever 
may  be  required.  This  requisition  should  be 
recorded  by  the  Storekeeper — 

% 

(i)  To  the  debit  of  the  contract; 

(2)  To    the    credit    of    that    particular    class    of 
Stores  or  Plant. 
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On   Stores   (or  Plant)   being   returned,   the   reverse 
process    should    be    pursued.      A    good    form    of 


"  Stores   Issued   Slip "  for  general  purposes   is   the 
following : — 


EXAMPLE: 


(UPPER  SHEET.) 


ACME   ENGINEERING   COMPANY,   LIM. 


No.  000. 


19 


To  the  Storekeeper 
Deliver  to  bearer 


(This  space 

to  be  left 

blank.) 


Charge  to 
Contract  No. 


(.Signed) 


(LOWER   SHEET.) 


STORES  ISSUED   SLIP. 


No.  000. 


19 


Debited  fo. 
Credited  fo. 


Priced  by 
Passed  by 


Price 


Amount 


£       s    d 


Debit  to 
Contract  No 


NOTE.— The  Lower  Sheet  is  forwarded  from  the  office  direct  to  the  clerical  slug  in  charge  0/  Stores  records,  to 
be  priced  out  and  duly  entered  up  by  them. 
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The  Stores  Returned  Sli|»  mii;ht  he  upon  the  same 
lines,  Init  should  I.e  printeil  on  distinrtivelv  mloured 
Jjapcr,  in  order  to  guard  against  jMJSsilile  errors. 

The    Storeket-j/tT     should     have    rharge     of    two 
Ledgers   (eaeh   ol    which   might    usdully    I.e   of  the 
Loose  Leaf,  or  (lard,  variety,  as  may  l»e   pnlerred), 
the  first  (»ne  tt»  contain  an  account  for  i;nh  Contract 
to  be  debited   with   all   Stores   issut-d,  and  credited 
with   all    Stores    returned;     the    second    (or    Stores 
Ledger)  to  contain   an  account  for  each   distinctive 
class  of  Stores,  to  I.e  credited  with  all  Stores  issueil, 
and  •lel.ited  with  all  St(»res  returned  into  stock.     The 
division    (.f    the    Stores    as    a    whole    into    separate 
Ledger  Accounts  is  a  matter  that  can  only  I.e  use 
fully  determine*!  l.y  sonu-one  practically  accpiainted 
with  the  nature  of  the  goods  to  l.«  handled.     Speak- 
ing generally,  all  that  can  I.e  said  is  that,  while  it  is 
undesirable  to   multijily  sej)arate   acct.unts   unnece.s- 
sarily,  there  should  be  a  sufficient  number  of  .such 
accounts  to  enable  them  to  jm.vide  a  useful  check 
upon  the  quantity  of  Stores  in  hand  from  time  to 
time,  and  to  enable  su<h  shortages  as  will  doubtless 
of  necessity  arise  to  be  carefully  .s(  rutinised,  with  a 
view    to    restricting    losses    within     the     narrowest 
IK3ssible  compass.      Each    month    the    Storekeeper 
should  com])ile  a  schedule  of  his  total   debits  and 
credits  to  eacli.  at<"ount  in  both  his  Ledgers.     The 
one  set  of  figures  will  suj)i)ly  the  monthly  totals  of 
Stores  Lssued  and   Stores  Returned,  to  be  debited 
and  credited   resi)ectively  to  each   Contract  in   the 
Cost  Ledger;  the  other  set  will  .sui)ply  the  totals  of 
Stores  Issued  and  Stores  Returi.ed  to  be  credited 
and  debited  resi)ectively  to  the  Stores  Account  in  the 
Nominal  I^edger. 

(il)  E.sTABLisiiMENT  CHARGES. — Under  this  head- 
ing must  be  included  all  those  expenses  that  are  not 
comprised  in  the  three  preceding,'  ones,  but 
which  are  included  in  the  financial  books  as  a  debit 
to  the  Trading  Account  (or  to  the  Trading  and 
Profit  and  Loss  Account,  as  the  case  may  be).  As 
the  charge  in  respect  of  Establishment  Expenses 
has  to  be   made  before  the  close  of  the   financial 


year  (and  therefore  beb.re  the  exact  total  of  su<  h 
expenses  has  been  asccrtaine«l),  it  is  clear  that  the 
amount  to  be  debitetl  to  each  of  the  various  accounts 
in  the  Ct.st  Ledger  in  resjject  of  Establishment 
Expenses  can  only  be  an  estimateil  item.  The 
estimate  should,  however,  I.e  compiled  as  larefully 
as  |M)ssible,  and  should  (if  anMhing)  err  upon  the 
siile  of  being  too  heavy,  rather  than  too  light,  so 
that  the  results  shown  by  the  Co.st  Ledger  may  be 
"conservative"'  estiniates  of  the  actual  results 
achieve!  1. 

I  The  best  method  of  apportioning  Establishment 
I  Expenses  over  the  various  accounts  is  a  nuitter  upon 
which  some  difference  of  opinion  exists,  and  al.so 
one  which  nuist  t»)  some  extent  varv  acct.rdini;  to  the 
cin-umstam-es  of  the  case.  Sneaking  generally,  how- 
evtr,  it  may  be  stated  that  while  certain  lislablLsh- 
ment  Charges  may  be  most  accurately  said  to  vary 
according  to  the  total  cost  of  the  work  iR-rformed, 
others  will  vary  most  closely  according  to  the  con- 
trait  price,  n<cording  to  the  amount  of  wages  paitl,  or 
according  to  the  amount  of  time  occupied  up<Mi  the 
job.  As  it  is  extremely  desirable  that  the  basis  of 
ap|)ortionment  should  be  as  accurate  as  possible,  it 
is  desirable  that  Establishment  F)xpen.ses  should  be 
sub-divided  int(j  two  or  more  hea<ling.s,  and  a  separate 
amount  for  Establishment  h^.xpenscs  debited  in 
respect  of  each  group,  upon  the  prin«iple  that 
a])pears  to  be  the  faire.st.  Eor  the  sake  of  more 
clearly  showing  what  is  intended  here,  the  follow- 
ing sub-division  is  given.  It  must  be  umlerstfjod, 
however,  that  each  case  should  be  carefully  con- 
sidered ui)on  its  own  merits,  in  order  that  an 
a«-curate  basis  of  apjM.rtionmt-nt  may  be  arrived  at. 

(i)  Establishment  Expenses  to  be  proviiled  for 
by  way  of  a  percentage  f)n  the  number  of  hours 
booked   to  the  jol. — - 

Rent  of  Factory. 

Rates,  Taxes,  and  Insurance  of  Factory. 

Salaries  of  Factory  Managers. 
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(2)  Establishment  Expenses  to  be  provided  for 
by  way  of  a  percentage  on  the  amount  of  Wages 
paid — 

Depreciation  of  Machinery. 
Motive  Power. 

(3)  Establishment  Expenses  to  be  provided  for  by 
w.iy  of  a  percentage  on  total  prime  cost — 

General  Office  Expenses. 

Discounts  and  Hail  Debts. 

COST    LICDC.b.K    ACCOl  NTS. 

So  far  the  niethtnl  of  disset  ting  c  (.sis  over  distinct 
contracts  has  alone  l»een  dealt  with.  When,  how- 
ever, each  contract  has  to  be  fuitlu  r  sub-divi<led  into 
separate  pnM-esses  for  costing  purjh.ses,  each  such 
process  must  ha\f  allocated  to  it  a  separate  Ledger 


Account.  As  a  rule,  it  is  convenient  to  let  each 
contract  as  a  whole  bear  a  consecutive  numlxr 
rather  than  to  allot  a  distinct  number  to  each  such 
process,  the  various  processes  beinj;  identified 
either  by  distinctive  initials  or  secondary  numbers; 
for  example,  i56.:A.  (jr  1 562/1. 

For  marshalling  the  aggregate  total  of  Cost 
Accounts  at  stated  perio«ls,  an  analysis  of  the  Cost 
Ledger,  ruled  in  tabular  form,  will  be  found 
extremely  convenient.  Where  the  contracts  are 
numerous,  it  will  usually  be  found  best  to  give  a 
se[)arate  line  U)  each  contract  (or  section  there*  .1), 
the  different  classes  of  ex[)enditure  appearing  in 
different  columns;  by  this  means  the  number  of 
c«>lumns  may  be  kept  within  reasonable  limits.  The 
following  shows  a  useful  form  of  ruling,  which,  h(»w- 
ever,  will  naturally  require  C(jnsiderable  modification 
accordincj  to  circumstances. 


EXAMPLE: 


year 


COST    LEDLiEK    SUMMARY    for    the   .    .',  ended, 

iiait-yuar 


190 


6 
Y. 

«.• 
U 

s 

i 

u 

Sub-Contract 

No. 

5 

Special  Materials 

c 
a. 
c 

111 
t 

11 

Total       0  (^ 
,  to*. 

«,  a: 

2-3 

1  ^Q, 

I'rinie 
Coit 

listablishniLiit  K 

xi»en5:es 

s 

n 

u 
CU 

u 

Total           ^. 
Cost           S 

c 

0 

Profit 

Loss 

i  sd 

Co&t  Led)! 
Fo. 

V 

0 

c 
0 

Remarks 

i 

l£   s  .1 

■ 
1 

i 

i   s  d 

£  s  d 

£   s  <1    £   s  d 

i   s  d 

i     S    d 

C    s  d 

i  s  d 

i    sd 

£    s  d 

i  s  d 
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RECONCILIATION    WITH    FINANCIAL 
ACCOUNTS. 

Cost    records   which    are   not    capable    of   being 

reconciled,  or  agreed,  with  the  actual  results  shown 

by    the    financial    books   are    practically    valueless, 

inasmuch  as  there  can  be  no  assurance  even  of  their 

approximate  accuracy.    It  is,  therefore,  an  essential 

feature  of  every  system  of  Cost  Accounts  which  puts 

forward   the   least  claim   to  completeness   that   the 

result  should  be  capable  of  being — and  should  be — 

reconciled  with  the  results  shown  by  the  financial 

books    every    time   the    latter    are    balanced.      Of 

necessity,  there  will  be  some  discrepancy  between 

the  two  sets  of  results,  for  the  following  reasons :  — 

(i)  Some  portion  of  the  actual  expenditure  upon 
Wages  may  not  be  directly  chargeable  against  any 
Contract.  Such  iX)rtion  should  properly  be  included 
under  the  heading  of  "  Establishment  Expenses," 
but,  owing  to  the  difficulty  of  exactly  estimating  it  in 
advance,  there  is  certain  to  be  some  discrepancy 
under  this  item. 

(2)  In  Materials  directly  chargeable  there  ought 
to  be  an  exact  agreement  between  the  cost  and 
financial  records.  Any  Materials  directly  charged 
a<^ainst  a  contract,  but  returned  into  stock  because 
unconsumed,  may  be  properly  credited  to  the  con- 
tract and  debited  to  the  appropriate  Stores  Account, 
and  such  entries  ought  not  to  interfere  with  an  exact 
agreement  under  this  heading. 

(3)  There  should  be  no  difficulty  in  obtaining  an 
exact  agreement  between  the  general  Stores  actually 
debited  to  the  various  contracts,  and  those  credited 
to  the  Stores  Accounts;  but  in  practice  there  will 
always  be  a  certain  amount  of  shortages  in  the  latter 
that  have  to  be  written  off.  Experience  should  show 
the  amount  of  leakage  that  may  fairly  be  expected 
under  this  heading — a  leakage  which  ought  to  be 
entirely  explainable  as  a  loss  of  weight,  or  quantity, 
arising  from  the  breaking  of  bulk,  or  from  a  loss  of 


weight  {e.g.,  through  drying)  while  the  goods 
remained  in  stock.  Assuming,  however,  that  an 
efficient  supervision  is  kept  over  the  Storekeeper, 
and  that  no  improper  leakages  occur,  a  reserve 
sufficient  to  cover  any  loss  under  this  heading  may 
easily  be  provided  for  under  "Establishment 
Expenses."  • 

(4)  Under  the  heading  of  Establishment  Expenses 
there  is  bound  to  be  some  discrepancy  between  the 
estimates  contained   in  the   Cost  records,   and  the 
actual  facts  recorded  in  the  financial  books.    The 
most  important  factor  in  this  discrepancy  would  be 
that,     even     sujiposing     the     correct     amount    of 
Establishment    Expenses    could    be    estimated    in 
advance,  it  is  practically  impossible  to  estimate  the 
output  in  advance,  and  therefore   the   percentage 
on  the  Prime  Cost,  &c.,  that  must  be  added  to  the 
Prime     Cost    in     order     to     cover     Establishment 
Expenses  cannot  be  absolutely  determined  before- 
hand.     Such   discrepancies   as   may   arise   under 
this  heading,  however,  ought  to  be  readily  capable 
of   being   explained   at   the  close   of   the  financial 
period,   and  inasmuch   as   the   total  Establishment 
Exi)en.ses    ought    never     in     the     case   of    normal 
industries  to  represent  more  than  5  per  cent,  or  6 
per  cent,  of  the  total  output,  any  difference  that  may 
legitimately  occur  under  this  heading  ought  not  to 
be  serious. 

It  has  already  been  stated  that  the  Cost  records 
are,  as  a  rule,  best  kei)t  quite  separate  from  the 
linancial  books.  The  most  obvious  advantages  of 
so  treating  them  are — 

(1)  That  entirely  different  staffs  may  then  be  kept 
ui)on  the  two  classes  of  records,  when  each  will  pro- 
vide a  check  ujx)n  the  accuracy  of  the  other's 
work. 

(2)  The  advantajjes  that  naturally  obtain  when 
Ledgers  are  sub-divided,  namely,  that  an  exact 
balance  can  be  more  readily  arrived  at,  and  (to 


COST    ACCOUNTS. 


221 


some  extent,  that  each  balance  may  be  employed 
as  a  cheque  upon  the  other. 

The  exact  accounts  to  be  opened  in  the  financial 
books  to  record  the  cost  transactions  in  total  will 
naturally    vary   considerably    according    to   cin  um- 
stances.     It  may  be  mentioned,  however,  that  often 
the  most  convenient  plan  will  be   to  open  in  the  1 
Private  Ledger  a  "  Cost  Ledger  Account,"  which  is 
virtually    an   "Adjustment    Account,"    linking    the 
financial  books  with  the  Cost  Ledgers.    At  the  close 
of  each  financial  period  the  balance  standing  on  the 
Cost  Ledger  Account  in  the  Private  Ledger  should 
agree  with  the  total  of  the  outstanding  balances  in 
the  Cost  Ledger  itself,  as  representing  the  value  of 
Work   in  Progress.     If  it  be  thought   desirable   to 
make  the  Cost  Ledger  "  self-balancing,"  with  a  view 
to    enabling    the    accuracy    of   its    postings  to    be 
checked  at  frequent  intervals  without  reference  to 


the  financial  books,  this  may  be  readily  accomplished 
by  introducing  into  that  Ledger  an  "Adjustment 
Account "  of  the  usual  description. 

CONCLUSION. 

The  subjoined  pro  forma  Cost  Accounts  provide 
examples  of  such   accounts   that   have  been  found 
useful    in   actual    practice    in  connection    with    the 
various  industries  named.     Up  to  a  point,  they  may 
be  taken  as  an  indication  of  the  general   require- 
ments   of    these     respective     industries.      It    need 
hardly  be  pointed  out,   however,   that  the  require- 
ments of  undertakings  carrying  on   a  similar  busi- 
ness are  by  no  means  uniform.     Special  and  local 
I  considerations  have  to  be  taken  into  account,  and 
(as    has    been    already    stated)    the    most   suitable 
'  system  for  any  particular  undertaking  can  only  be 
ascertained  after   a   full    and    detailed  enquiry   has 
been    made   into   its   peculiar   circumstances  and 
conditions. 
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EXMVIPLES 


Dr. 


H)K      IKON      lOlN'DKKS,     STKI-L     MANliFACTUKKKS,     i^c 

COST    OI-     M.\NrF\(  Ti:ki \ 

Tons    Cuts.     (>r-.     Ih--. 
M.iki-        (.;i)         1.1  I         12 


WeiKlit 


Ts    CIS.  qs.  Ilis  £      s      d 

To  Puddletl  Bars 316     i)      ^      o  3      3      7 

Scrap  Iron 41J    II      "    »jl        2    II      o 


|K?.    T.lll 


Ainuunt 


Co.il  |K>r 
'Ion 


Con<^niii|>tion  of 
iii.itfTials  iMT 
T»n  of  Iron 


Coal 


Firebricks,  Clay,  ami  Sand 

Stores  

Repairs — Materials         . .  

Do.         Lal>oiir  

Trade  Charges 

Rem,  Katfs,  and  Ta\es  

Gas  an4l  Water 

Office  l^xix-nses 

Wages  and  Salaries 

Total  Cost  

Balance,  bein>j  Profit  (carrisd  to  Profit  and  Lois  Account) 


7.10 

0 

3 

M 



5«M 

18 

0 

0 

1 

7      S 



"^,^^ 

£ 

s 

d 

£ 

s 

d 

Ts  CIS. 

.|S. 

IIm. 

1.037 

« 

i<> 

1 

12 

525 

9 

3 

16 

J.054 

2 

4 

I 

12 

I  4 -25 

12 

3 

11 

2,0  >i 

II 

3 

3 

.1 

430 

I        3 

3 

q 

214 

5 

3 

5 

4 

6 

I 

840 
044 

17 

2 

iS 

33 

37 

8 

11 

1 

933 

4' 

>5 

2 

I 

V67 

\ti 

5 

10 

836 

32 

I] 

« 

1 

o?4 

31 

18 

6 

1 

8-60 

10 

•7 

6 

4-.« 

M 

13 

6 

ii-9Q 

467 

II 

4 

M 

743 

£3.038 

3 

4 

4 

>5 

7«7 

249 

8 

« 

£5 

7 
3 

985 
301 

£3.3"7 

12 

0 

Or. 


Ts.  CIS.  «|s.  lbs. 

£      *    d 

£     s    d 

Bv  Bar  Iron 

646    14    I    21 
6109 

3.393    2    9 
307  14  10 

Value  per  ton 

•- 

Less. 

Discounts  and  Allowances 

Carriage,  PreiKlit.  &c.             

Ccniniii^sijii 

IV.  rl      . IS.  lbs. 
0         109 

£    s 

<>4  10 
105  14 

47   10 

.1 
7 
3 

0 

4,0  .13    I     12 
1000 

32S5    7  u 
14  10    0 

5    J    677 

Dtdud 

Decrease  in  Stock  of  Bar  Iron  :- 

Stock  at     I  Jan.  1S92 

Do.        31  July  1892 

•• 

19       0       0       0 

la     0     0     0 

104  10 
«,i'    0 

0 

0 

Bv  Mill  Cinder  Scale,  \c.     . .     145  tons  lu  cwt. 

•• 

3,270  17  II 
36  14     I 

5     -     J'-2 

id  value  of  same    . . 

•  >                 •  ■ 

•  • 

Total  make  ar 

639    13    1     12 

£3,307  12    0 

£3    3    502 
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FOR   COLLIHRIRS.  *  PIT   No 

Summary  Cost  Siihet,  4  weeks  er.flinn 19. 


Tons  Rdsfil 
Tuns  Saleable 


(On  which  Costs  an:  calculated.) 


Sales,  Co:d  and  Slack 
Cual  Stock,  Increase 


Total  Credits 


Wa;;es :   Colliers 

,  l'iiil*'r;;roun<l 

.  Surface; 


Tiinltcr  used 
Rails         « 
Stores       . 


Repairs  and  Renewals,  exclusive  of  Wages 
Horse-keep  ami  StabU's        


Royalty,  I'Yef^hold  and  Leasehold  . 
Depreciation 


Cost  Loaded 


Management 

Salari<!S  and  Travelling 

Office  Ex|ienses  

Rents,  Rates,  Taxes,  Insurance  and  Employers'  Liability 


Discounts  and  Bad  Debts 


Apparent  Profit,  4  weeks 


Total  Cost 


Tons. 

I2,00<J 

I2.6x> 


£      >   ■) 

i4,oix)    0    (I 
l.',G<jo     o     o 


3,912  10    o 

I;,0    12      6 

£4,063     2     6 


This  Monih 


.\verai;<r  |M;r 
Sail  abl«;  Ton 


3«5 

0 

0 

13 

2 

6 

52 

10 

0 

78 

15 

0 

91 

17 

6 

3'5 

0 

0 

»57 

10 

0 

2,I'0      o      o 


—        381  12     6 


i;o  i; 


472  10    o 


105  o  o 

91  17  6 

52  10  o 

91  17  6 


£'4,063    2    6 


s 

d 

6 

6-25 

5 

0-^3 

6 

539 

« 

d 

s 

<i 

I 

.s 

IJ 

1 0-5 

0 

9  3 

J 

4 

0 

(. 

0 

0-2j 

0 

I 

0 

7"23 

0 

I5 

0 

«7b 

0 

3-25 

0 

6 

0 

3 

0 

9 

4 

II-5 

0 

2 

0 

175 

0 

I 

0 

I  75 

1 

0 

65 

0 

1 

5 

7 

1 

0 

io"3« 

6 

539  1 

i 

Last  Montn 


This  is  for  the  corrrspotuiin^ 
figures  of  the  previou  4 
vvetk"^ 
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FOR    GAS    COMPANIES. 

GAS  COMPANY. 

Working  Statement  for  the  Year  ended   19. . . . 


Gas  made,  as  per  Station  Meter. 

Gas  Sold— Private  Lighting. 

Public  Lighting  . 


Gas  used  on  Works  and  Office,  as  per  Meters 
Gas  unaccountetl  for     . . 


Capital  Eniployotl 

,  ,  per  Ton  of  Coal  Carbonize*! 

,  ,  pier  i,cx)o  cubic  fe«!t  of  Gas  sold 

Coal  CarlK>nizrd— Connnon        

Caniif  I  


Gas  made  per  Ton  of  Coal  Carbonized  

Ga»  sold  per  Ton  of  Coal  Carbonized 

Coke  made 

Coke  made  per  Ton  of  Coal  Carbonized        

Coke  used  for  fuel  per  cent,  on  niake 

T«r  made       

Tar  made  per  Ton  of  Coal  Carbonized  

Liquor  made 

Liquor  made  per  Ton  of  Coal  Carbonized 

Net  average  price  rcaliserl  for  Coke  sold       

,  ,  ,  Breeze  sold 

,  ,  ,  Tar  sold         

,  m  m  Liquor  sold 

Net  proceeds  of  Coke  and  other  Residuals  per  cent,  on  cost  of  Coal 


Coal 


Less  Residuals—  Coke       I  4.633 


Cubic  Feet 
136,388,000 


148.916,830  or  93*38  per  cent,  on  make 


7.37M30 
2,300,000  or    I '60 


4,871,130  or    3"ia 


100-00 


£76,689     08.     od. 
£3    68.    od. 

108.      3d. 

14,117  Tom  or  97-62  per  cent. 
344      -       -     238 


14,461 


.  lOO'OO 


10,807  cubic  feel 
10,298  - 

14,460  chaldrons 

36  bushels 
33-18 
130,180  gallons 

II        • 
409.394       • 
38       . 
88.  2i|d.  per  chaldron 
38»  o4a.     „  0 

i|d.     •   gallon 
34*.  per  1,000  gallons 
733J 


Per  ton  of  Coal 
Carboniaed 


Breeze 
Tar 
Liquor 
Total  Residuals 


Net  for  Coal 

Ihirifylng 

Salaries  of  Engineers 

Wages  and  Gratuities  at  Works 

Repair  of  Works  and  Plant 

Sauries  of  Inspectors  and  Clerks     . . 
Repair  of  Mains  and  Services 
Repairing  and  Renewing  Meters 
Lighting  and  Repairing  Public  Lamps 

Rates  and  Taxes 

Directors'  Allowances 

Salaries  of  Secretary,  Accountant,  and  Clerks 

Collectors'  Commission  

Stationery  and  Pruning  

General  Establishujent  Charges 

Auditor 

Bad  Debts 

Allowances  

Total  Working  Expenses 


118    6 
1,003  10 
693    3 


Coal  and  Working  Expenses,  less  Residuals 
Sale  of  Gas— Private  Lighting 
Public  Lighting 


Rental  of  Meters 
Rents 


Profit 


443 

350 

1,436 

3,816 

341 

X15 
687 
558 
738 
420 
148 
400 
119 
170 

31 
60 
30 


7  II 
o    o 

O  II 

7    6 
o    o 

10    6 
17  10 

3 
o 


16 
o 

5 

o 
II 

14 
10 


8  II 

a    5 


6.443  19    7 
2.343    I    4 


11-49 


9,838    o    9 


17.245    8 
1,848  13 


12,203     3     I 


19,094     I     9 

354    6  10 

92  19   a 


736 

3-81 

11*83 

3*34 
3*66 
1-91 
11*41 
9*38 
0-36 
6*97 
3*46 
6*64 
199 
alJ3 
0*33 

I '00 

033 


8     d 

13     1*90 


8  10-98 


3    a-9» 


Per  1,000  Cubic  Feet 
Sold 


Peooa 

747 
0*19 
1*63 
I-II 


19.741    7    9 


£7.538    5    8 


«6    489 

9*30 

134 


13  760 


16  10*33 


ar    363 


10    5-11 


0-71 
0-36 
a-3i 
615 
o*33 
0*19 
I'll 
0*90 
119 
o'68 

0'34 

0-63 
019 

038 

0'03 

O'lO 

o'03 


Pence 
1417 


lo*39 


3-78 


30-77 
0-90 
013 


1389 


19*67 


31*83 


13'15 


The  form  of  Cost  Sheet  for  Water  Companies  will  be  similar,  except  that  the  units  of  calculation  will  be  per  1,000  gallons  of  water 
supplied  and  per  £1  of  rateable  value  of  property    in  district.. 


CHAPTER    XX. 


DEPRECIATION,  RESERVES,  RESERVE  FUNDS, 

AND   SINKING   FUNDS. 


T  N  the  present  chapter  it  is  proposed  to  consirler 
those     provisions     which     are     very     generally 
reganleil    by   all    prudent    Imsiness    men    as    being 
es.sential  to  the  continued  j)rosperity  of  an  under- 
taking, hut  which  do  not  ari.se  as  a  necessary  record 
of  actual  tangible  transactions  that  have  taken  place. 
For  the  most  part,  these  provisions  are  nece.ssitated 
by  an  alteration  of  circum.stances,  which— from  one 
IKiint  of  view  at  least— might   be  regarded   as  an 
actual    "  tran.saction,"    which    called    for    a    proper 
record  in  the  usual  way.     They  differ,  however,  in 
that  the  money  value  of  the  transaction  must  at  all 
times  be  estimated,   its  exact  amount  never  being 
capable  of  absolute    determination    in    advance. 
The   money   value  attached  to   the   record   must 
thus  of  necessity  be  a  matter  of  opinion,  rather 
than  a  matter  of  absolute  fact.     For  this  reason, 
doubtless,    many    misapprehensions    are   rife    as 
to    the    true   significance   of    these   transactions, 
and   the   proper    method    of  recording    them    in 
accounts. 


DEPRECIATION. 

In  order  to  place  any  business  undertaking  in 
such  a  position  that  it  may  be  regarded  (.so  far  as  is 
humanly  possible)  as  i)ermanent,  and  able  for  an 
indefinite  period  to  continue  earning  revenue,  it  is 
necessary — as  has  already  been  explained  in  Chapter 
II.— to  provide  from  time  to  time  for  the  main- 
tenance of  the  Fixed  Assets  comprised  therein,  and 
for  their  renewal  out  of  Revenue  as  and  when  such 


renewal  is  required  by  the  circumstances  of  the  case. 
In  the  meanwhile,  repairs  and  partial  renewals  will 
I  in  most  cases  be  required  in  addition.     The  neces- 
isity     for     these     latter,     however,     is     but     rarely 
,  overlooked,  and  attention  may  therefore  be  profit- 
lably   concentrated    upon    that    heavy   expenditure 
which  from  time  to  time  becomes  necessar>-,  when 
further  tinkering  with,  and   repairing  of,   an   asset 
becomes  impracticable,  and  the  occasion  arises  to 
entirely  replace  it  by  another  of  similar  description. 
The  term  "  similar  "  is  employed  advisedly,  for,  in 
the  nature  of  thing.s,  with  the  normal  progress  of 
science  and  invention,  it  is  usually  flesirable,  when 
the  time  comes  to  replace  a  worn-out  asset,  to  replace 
it  not  by  another  of  identical  description,  but  by 
one  of  improved  form,  designed  to  better  carry  out 
a  similar  class  of  work.     It  need  hardly  be  stated 
that  in  some  industries  the  evolution  of  the  most 
approv  ed  designs  is  far  more  rapid  than  in  others. 


From  what  has  been  stated,  it  will  be  seen  that, 
over   an    indefinitely    long   period,    the   actual   cas/t 
expended  to  repair,  partially  renew,  and  eventually  to 
replace,  assets  as  they  become  worn  out  (such  as  i>' 
neces.sary  to  maintain  the  undertaking  as  a  whole), 
will,   in  a  sense,  cover  such   provision  as  may  be 
necessary  for  Depreciation ;  but  that  at  no  moment 
of  time,  after  a  concern  has  been  once  started  in 
going   order,  will  the  actual  expenditure  that  can 
have  been  usefully  made  in  this  direction  cover  the 
actual  shrinkage  in  value  arising  from  wear  and  tear. 
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the    lapse    of    time,    and    the    ])r(>|j;ress    of    modern 
invention.     In  the  rase  of  any  sinj^U'  asset  the  total 
expenditure  incurred  u])  to  thf  time  that  it  is  cast 
aside  as  useless,  and  rtq)laci'd  l.y  anotlicr  of  a  similar 
description   (including;,  of  course,  the  original   cost 
of  that  asset),  will  be  the  cost   chargcal.lc  against 
Revenue   for   Maintenance — a    comprehensive    term 
which    includes     Depreciation.       But,     taken     as    a 
whole,  inasmuch  ns  all  of  the  assets  com|>rised  in 
any     given     undertaking     will     naturally     not     all 
wear  out  at  once,  the  actual  expenditure  that  can  be 
usefully   incurred   will   n»>ver  be   sufTi«'ient   to  cover 
the    amount    properly    chargeable    against    Revenue 
under  this  heading.     Consequently,  for  this  reason 
if  for  none  other,   it   is   necessary,   in   addition   to 
charging     actual     expenditure     upon     repairs     and 
replacements    to    Revenue,    to    charge    against    the 
Revenue  Account  of  each  year  a  further  sum,  with 
a  view  to  (as  far  as  possible)  averaging  the  expendi 
ture  on  Revenue  Account  over  a  term  of  years,  and 
that  provision  which  it  is  .so  necessary  to  charge  is 
usuallv  called  bv  the  name  of  "  Deiireciation." 

The  essential  factors  to  be  borne  in  mind  when 
making  provision  for  Depreciati<in  are — 

(a)  That  during  the  life  of  an  asset  its  original 
cost  {/>Ins  all  expenditure  incurred  in 
keeping  it  going^  is  a  charge  again.st 
Revenue ; 
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(b)  That,  in  order  to  state  as  accurately  as 
possible  the  net  profit  earned  in  each  year 
during  the  period  covered  by  the  life  of 
such  asset,  it  is  important  that  the 
aggregate  charge  for  repairs  an«l  main- 
tenance (including  Depreciation)  be  spread 
over  those  years  in  the  fairest  possible 
manner. 

In   practice   there   are   six    different   methods   of 
apportioning  these  charges  from  year  to  year :  — 

(i)  Charging  each  year  with  the  actual  cost  of 
repairs  and  small  renewals,  and  an  equal 
fraction  of  the  original  cost  of  the  asset. 


(2)  Charging  each  year  with  the  a<-tual  co.st  of 
repairs  and  small  renewals,  an<l,  in 
addition,  with  a  sum  f«>r  Depreciation, 
arrived  at  by  way  of  a  p«'rcentage  on  the 

reducing    annual  balance   of   the    Asset 

Account,  the  percentage  being  calculated 

at  such  rate  as  to  reduce  the  asset  to  its 

then  actual  realisable  value  by  the  time 

that  it  becomes  useless  for  revenue-earning 

purposes. 

Bv  this  means,  the  direct  charge  for  Depreciation 

becomes  gradually  reduced  from  year  to  year,  and 

thus  affords  a   rough   sort  of  com|)ensation   for  the 

facts    {(i)    that    repairs    and    partial    renewals    will 

probably    steadily    increase,    (h)    that    the    earning 

capacity  of  the  asset  will  also  probably  decrease  as 

it  becomes  older. 

(3)  By  estimating  in  advance  the  total  sum  that 
will  be  chargeable  against  Revenue  during 
the  life  of  the  asset  in  res[)ect  of  repairs, 
partial  renewals,  and  original  cost,  and 
charging  each  year  with  an  equal  fraction 
of  such  total. 

.  This  method  has  the  advantage  of  "  levelling  up  " 
the  charges  against  Revenue  in  respect  of  repairs 
and  .small  renewals  better  than  either  of  the  two 
preceding  ;  but,  inasmuch  as  it  is  base<l  more  than 
either  of  these  u|)on  estimates,  it  can  in  practice 
only  be  adopted  with  caution,  save  in  «-ases  where 
the  experience  of  the  past  affords  a  really  reliable 
imlication  as  to  the  future. 


(4)  Bv  charging  Revenue  with  such  a  sum  as  will, 
at  the  expiration  of  the  life  of  the  asset, 
write  off  the  original  cost  thereof,  p/ns 
interest  on  the  capital  from  time  to  time 
invested  therein. 

When  the  asset  has  more  than  a  few  years'  life, 
this  factor  of  intere.st  is  one  that,  in  strictness, 
ought  never  to  be  lost  sight  of ;  but  in  practice  it  is 
not  as  a  rule  thought  necessary  to  take  interest  into 
consideration,  save  in  connection  with  Leases, 
where  (as  has  already  been  explained  on  page  6) 


the  qufe'slion  of  interest  must  <>(  necessity  be  taken 
into  account  in  order  that  eat  h  year's  Revenue 
Account  may  be  charge<l  with  the  pntper  sum  for 
the  use  of  the  premises  ncenpied. 

(5)  Ky  charging  against  Revenue  in  each  year 
such  a  sum  as  will  cover  either  the  actual, 
or  the  average,  expenditure  ujton  repairs 
and  sntall  renewals,  and  also  such  a 
further  sum  as  will,  if  set  aside  and 
invest eri  at  c«»mpoun<l  interest,  accumulate 
to  the  original  cost  of  the  asset  at  the 
expiration  of  its  estimated  life. 

This  last-named  is  a  very  flesirable  method  of 
providing  for  Dej>re<-iation  where  a  comparatively 
limited  number  of  assets  are  ht  Id,  and  it  is  there-  i 
fore  es[)ecially  <l»>slrable  to  take  steps  to  prf>vide  an 
ar-tual  sum  of  money  readily  available  to  replace 
them  when  they  become  worn  out.  Concerns  owning 
a  large  number  of  assets  of  varying  terms  of  life, 
each  of  a  value  relatively  unimportant,  need  not  go 
to  the  trouble  of  thus  |>roviding  fun<ls  wherewith  to 
replace  assets  when  they  become  worn  out;  but 
when  the  cost  of  such  assets  is  considerable,  as  com- 
pared with  the  assets  of  the  undertaking  as  a 
whole,  it  is  very  desirable  that  special  provision 
should  be  made,  as  otherwise,  when  the  time  comes 
to  rejilace  worn-out  assets,  it  may  be  found  that  the 
I»rovision  that  has  been  made  for  that  purpose  is 
represented  by  monies  sunk  in  assets  that  cannot  be 
readily  realised  at  short  notice  without  incurring 
considerable  loss.  If  the  sum  to  be  provided  is 
large,  the  actual  accumulation  of  investments  in 
high-class  securities  is  probably  the  mo.st  desirable 


means  to  ado])t ;  but  in  cases  where  the  sum 
required  is  small,  although  perhaps  relatively  large 
as  ((.mpared  with  the  undertaking  as  a  whole,  the 
j  most  <  onvenient  and  economical  means  of  building 
:  uf)  su(  h  a  fund  will  probably  be  found  to  be  by 
effecting  a  Sinking  b'und,  or  Leasehold  Assurance, 
l'(4icy  with  one  o(  the  lea<Jmg  insurance  companies, 
as  the  rate  of  interest  allowed  by  these  companies  is 
prr.bably  higher  than  could  in  practice  be  earned 
u[)on  small  sums,  although  doubtless  lower  than 
large  undertakings  might  earn  for  themselves,  were 
they  preparer!  to  give  the  necessary  time  and  atten- 
tiijn  to  the  matter,  and  to  run  the  risk  of  a  shrinkage 
in  the  capital  value  of  the  investments  selected. 

(6)  By  charging  to  Revenue  in  each  year  such  a 
sum  as  represents  the  difference  between 
the  book  value  of  the  asset,  and  its  actual 
value  at  the  present  time,  as  a.scertained  by 
a  revaluation  made  by  an  expert  valuer. 

This  last  methorl,  while  theoretically  the  most 
perfect,  as  enabling  the  assets  to  be  brought  into  the 
Balance  Sheet  at  a  more  theoretically  correct  basis 
of  valuation,  is  as  a  rule  very  defective  in  practice, 
on  account  of  the  uneven  sums  that  it  charges 
against  Revenue  from  year  to  year  in  respect  of 
practically  identical  services  rendered  to  Revenue  by 
the  assets  in  question.  As  a  check  upon  the  rate  of 
Dejirccialion  employed,  it  is,  however,  ver)-  useful 
occasionallv. 

The    application    of    the    above-mentioned    six 
metho<ls  of  making  provision  for  the  depreciation  of 
assets  is  well  shown  by  the  following 


PROBLEM. 


Show  the  different  means  by  which  provision  may  l>e  made  for  charging  against  Revenue  the 
cost  of  an  asset  having  an  estimated  life  of  five  years,  the  original  cost  being  ;f  1,000 ; 
asstuning,  further,  that  it  is  estimated  that  during  the  five  years  the  expenditure  on  Repairs 
and  small  Renewals  will  l>e  ;f  120,  the  actual  expenditure  being  subsequently  ascertained  to 
be  as  follows  :-First  year,  nil;  second  year,  ;fio;  third  year,  ;f 20 ;  fourth  year,  ^^-fe;  fifth 
year,  £40. 
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HBTHOD  I.— Under  this  method  the  asset  is  written-ofT  out  of  Revenue  by  equal  instalments  of  /200  per  annum.    The  cost  of 
Repairs,  &c.,  is  also  debited  to  Revenue  as  incurred,  so  that  the  total  charges  to  Revenue  are : — 


1899 
1900 
1901 
1902 
19P3 


Total 


;f200  O  O 

210  O  O 

220  O  O 

360  O  O 

240  O  O 


;Cl,I30      O      O 


METHOD  II.— Under  this  method  it  is  necessary  to  charge  Depreciation  at  the  rate  of  (say)  50  per  cent,  per  annum  to  arrive  at 
anything  approaching  zero  at  the  end  of  Tive  years.  (In  practice  this  method  would  never  be  employed 
unless  (a)  the  assumed  life  of  the  asset  exceeded  ten  years,  (b)  some  residual  value  remained  at  the  end  of  the 
term  which  rendered  the  absolute  zero  unnecessary.) 

The  annual  charges  against  Revenue  (including  repairs,  &c.)  are : — 

1899  ..  ,.  ..  ..  ,.  ;f500    o  o 

1900  ..  ..  ..  ..  ..  2(jO    o  0 

1901  ..  ..  ..  ..  ..  14s     n  n 

1902  ..  ,.  ..  ..  ..  I-'J   10  o 

1903  ..  ..  ..  ..  .,  102    10  o 

Total  ..  ..  £^.130    o    o 

MBfHOD  III. — Under  this  method  the  total  charge  against  Revenue  during  the  five  years  is  estimated  at  /i,i2o.  One-fifth  of 
this  is  accordingly  written  off  each  year,  any  difference  between  the  estimate  and  the  actual  result  being 
corrected  in  the  last  year.    Thus  : — 


1899 
1900 
1901 
1902 
1903 


Total 


£224  o  o 

224  o  o 

224  o  o 

224  o  o 

234  o  o 


;fl,130      O      O 


METHOD  lY.— This   method   has  already  been  mentioned  upon  page  6.     The  Asset  Account  in  the  Ledger  appears  as  follows 
(assuming  interest  at  5  per  cent.): — 


Dr. 


ASSET    ACCOUNT. 


Cr. 


1899 


1900 


1901 


1902 


1903 


To  Cost 
„  Interest 


To  Balance 
„   Interest. 


To  Balance 
„    Inter&at. 


To  Balance 
„   Interest. 


To  Balance 
,.   Interest. 


1. 000    o    o  1:  1899         By  Depreciation 


50    o    o 


/I.050 

0 

1 
0 

819 
40 

0 
>9 

0 
0 

i:859 

19 

°  ! 

628 

3J 

19 
9 

0 
0 

/660 

8 

0 

429 

21 

8 
9 

0 
0 

;f45o 

17 

0 

219 
II 

17 
3 

0 
0 

^23 1 

0 

0 

1900 


1901 


1902 


,,    Balance 


By  Depreciation 
,,  Balance. . 


By  Depreciation 
„    Balance 


By  Depreciation 
„    Balance 


£      s 
231  0 
819  0 

d 

0 
0 

£1.050  0 

0 

231  0 
628  19 

0 
0 

£859  19 

0 

231  0 

429  8 

0 
0 

'9^3     i    By  Depreciation 


£660    8    o 


231  0 

219  17 

0 
0 

/450  >7 

0 

231  0 

0 

£231  0 

0 

NOTE. — Following   the   usual  practice,   Depreciation    has   been    reckoned    only   approximately,   leaving    a   small 
balance  to  be  adjusted  in  the  last  year. 
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The  net  charge  to   Revenue  in  each  year  is  the  difference  between  the  Depreciation  and   the  Interest,  pins 
provision  for  Repairs     If  repairs  be  dealt  with  under  Method  I.,  the  total  charges  to  Revenue  are  :— 


1899 
1900 
1901 
1902 
1903 


Total 


;fl8l     o  o 

aoo    I  o 

219    II  o 

269    II  o 

259  17  o 


£1,130    o    o 


If  Method  III.  be  adopted  as  to  Repairs,  the  annual  charges  work  out  thus  :— 


1899 
1900 
1901 
1902 
1903 


Total 


;f205   O 

214  I 

223  II 

233  II 

253  »7 


o 
o 
o 
o 

• 

o 


~    £^<^30    o    o 


METHOD  v.-  This  is  the  "  Sinking  Fund  *•  method,  and  is  fully  described  under  that  heading  (vide  oase  2^)  excludin.r  r«n^r« 
etc.,  the  annual  charge  against  Revenue,  at  3  per  cent.,  works  out  at  about  ;?,1^      ^    234).  excluding  repairs. 

METHOD  Vl.-Under  ibis  method  the  charges  against  Revenue  will  be  very  unequal,  and  might  quite  conceivably  be  as  follows  :— 


1899 
1900 
njoi 
KJ02 
1903 


Total 


/400 
200 
120 
180 
230 


o 
o 
o 
o 
o 


o 
o 
o 
o 
o 


/i,r30    o    o 


NECESSITY  FOR   DEPRECIATION. 

The    question    as    to    whether    it    is   invariably 
necessary     to    provide    for     the     De[)reciation     of 
Wasting  Assets  may  be  usefully  considered  at  this 
stage.     That   the   matter  may    be   clearly   compre- 
hended in  its  true  light,  it  may  be  pointed  out  that 
practically  all  assets  are  in  the  nature  of  things  non- 
permanent.     That  is  to  say,  at  some  future  date — 
more  or  less  removed  according  to  the  nature  of  the 
assets — the   time   will   come   when   they   are   either 
worn   out,   superseded   by   others   of   more   modern 
type,  or  lost  to  the  i)resent  holder.     All  assets  are 
subject  to  the  operations  of  wear  and  tear,  but  in 
atldition    certain    assets— as,    for    example.    Lease- 
holds and  Patents — lease  to  be  of  value  after  the 
e.vpiration  of  a  certain  number  of  years,  because  the 
benefit  of  them  can  no  longer  be  enjoyed  by  the 
former   owner.      Thus,    when    a    lease    expires,    the 
premises  revert  to  the  superior  landlord  ;  and  when 
a  patent  lapses,  the  monopoly  formerly  enjoyed  by 
the  owner  ceases,  and  although  he  may  still  retain 
a  valuable  as.set  in  the  shape  of  Goodwill,  he  can 


under  no  circumstances  expect  to  continue  to 
deri\e  an  income  from  royalties  paid  by  licensees. 
Certain  assets— as,  for  example,  Freehold  Lands- 
are  of  such  a  character  that  for  all  practical  pur- 
poses they  are  not  subject  to  Depreciation,  while 
certain  other  assets  {e.g.,  Loose  Tools)  are  of  so 
ephemeral  a  character  that  they  have  to  be  con- 
tinually replaced  at  short  intervals,  and,  so  long  as 
they  are  so  replaced,  their  depreciation  in  value 
during  their  short  spell  of  life  is  so  unimjxjrtant 
that  it  may  safely  be  ignored.  But,  with  these 
exceptions,  it  may  be  stated  in  general  terms  that 
all  assets  are  liable  to  Depreciation. 

This  being  the  i)osition  of  affairs,  it  is  clear  that, 
if  provision  be  not  made  for  Depreciation  by 
charging  a  proper  sum  against  Revenue  in  each 
year,  the  time  will  eventually  come  when  the  under- 
taking must  either  be  abandoned,  or  further  Capital 
introduced  into  the  business  to  enable  new  assets  to 
be  acquired  for  its  continuance.  The  latter  con- 
tingency ought  never  to  arise  if  a  proper  system  of 
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accounting  be  employed,  save  under  wholly  excep- 
tional circumstances — as,  for  instance,  where  an 
accident  has  destroyed  certain  assets  owned  by  an 
undertaking,  or  when  a  new  invention  has  sud«lenly 
and  unexpectedly  rendere<l  valueless  much  valuable 
plant.  The  i)Ossibilities  of  this  latter  contingency 
ought  never  to  be  overlooked  by  business  men,  and 
so  far  as  they  can  be  reasonably  foreseen  they 
should  be  taken  into  a("count  as  a  factor  in  Depre- 
ciation ;  but,  inasnmch  as  loss  under  this  heading 
can  only  be  provided  for  by  way  of  estimates,  cases 
of  insufficient  provision  may  o<'cur  witluuit  anyone 
being  seriously  at  fault,  and  under  such  circum 
stances  the  necessity  may  arise  for  introducing 
fresh  capital  to  make  good  the  ravages  of  Dejirecia- 
tion.  Save,  however,  under  this  purely  exceptional 
circumstance,  all  losses  coming  under  this  heading 
ought  projierly  to  be  borne  out  of  Keveiuie,  for  the 
true  profits  of  an  undertaking  can  only  be  that 
surplus  which  remains  after  pro\iding  lor  all 
expenses  of  carrying  on  that  undertaking  uj»on  a 
permanent  basis. 

Some  undertakings,  however,  are  of  such  a  nature 
that  it  is  not  to  be  expected  that  they  can  be  profit 
ably  carried  on  for  an  indefinite  period.  Their 
very  object  is  ephemeral  in  its  nature,  and  at  the 
outset  it  was  clearly  foreseen  that  at  some  future 
date  the  business  would  naturally  and  aut(»matically 
come  to  an  end.  Un<ler  this  heading  may  be 
included  such  concerns  as  the  following: — A 
Single-ship  Company,  a  Mine,  Colliery,  or  (^)uarry. 
a  Company  (or  partnership)  b>rmed  to  develop  and 
sell  a  landed  estate,  to  build  upon  and  let  leasehold 
lands,  to  work  a  patent  or  a  few  patents,  «)r  any 
novelty  which  l)y  its  nature  cannot  be  expected  to 
prove  permanently  attractive.  In  the  case  of  all 
these  undertakings,  the  proprietors  must  have  foie- 
seen  at  the  outset  that  the  venture  upon  which  they 
were  embarked  had  only  a  limited  span  of  life,  antl 
that  therefore  the  concern  would  not  last  beyon<l  a 
certain  number  of  years;  while  in  many  cases  it 
would  be  absolutely  impossible  for  anyone  to  put, 
in  advance,  a  definite  limit  upon  its  actual  «luration. 


In  .su«h  cases,  it  is  practically  im|M>ssible  t«>  make 
such  a  provi.sion  for  Deprei'iation  as  will  insure  that 
the  capital  (»f  the  undertaking  will  be  returned  intact 
to  the  j>roprietors  at  the  vw\  of  the  \enture,  on 
account  of  the  imiMKssibility  of  accurately  estimating 
in  advame  the  rate  at  whi<'h  Depreciation  will  take 
place ;  and  under  these  <-ircumstances  and  these 
alone — the  attempt  t(»  provide-  for  Deprecialittn  (// 
<///  may  be  legitimately  abandoned,  .s«i  long  as  it  is 
made  «  lear  that  this  <ourse  is  being  pursued,  antl 
that  (</)  at  the  expiration  tif  the  venture  the  whole 
or  the  bulk  oi  the  capita!  will  have  been  di-ssipated, 
{/f)  th«!  (listributions  made  to  pniprietors  during  the 
continuance  of  the  venture  are  not  true  net  profits, 
but  a  surplus  of  incomings  o\er  outgoings,  whi»"h 
includes  the  gradual   distribution   of  capital. 

One  of  the  most  obvious  objections  to  this  course 
of  procedure  is  that  it  is  inconvenient  to  investors  to 
receive  i)eriodically  smns  which  are  com|K>unded  of 
Capital    and    Imome,    in    that    if    they    s|Knd    all 
dividends      as      received      their      capital      becomes 
gratlually  dissipated;   while  a  further  obje»tit>n  that 
may  be  raised   is  that,   under  these  circiunstances, 
the  instalments  of  (Capital  as  well  as  the  pure  profit 
ha\e  to  !)ear  Income  Tax.     On  the  other  hand,   if 
the  attempt  were  matle  in  all  good  faith  to  provide 
lor   Depreciation,   it   is  quite   likely   that  such   finv 
vision    as    might    be    made    wttuld    be    subsequently 
found    to   be    in.sullicient,    so   that,    in    spite    of    all 
endeavours,  the  tlividends  distributed  might  exceed 
the  true  profits  earned.     Moreover,  the  accunuilation 
in  the  hantls  «>f  tin   managers  of  large  funds  to  com- 
|>ensate  for  the  wastage  in  tlu-  \alue  of  Fixed  Assets 
might  in  many  cases   present   undesirable  features, 
as    those    who    may    safely    be    entrusted    with    the 
business  management  of  iiiuUrtakings  of  thisilescrip- 
tion  may  not  necessarily  be  jxjssessed  of  sufficient 
financial   ability   to  invest   such   fumls  to  the  best 
atlvantage.     If,  therefore,  an  luidertaking  is  by  its 
nature  of  a  non-permanent  character,  provision  for 
Depreciation  may  not  impro[)erly  be  ignored,  so  long 
as    the    inevitable    consequences  of  so  doing  are 
clearly  appreciated.     If,  however,  the  company,  or 
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partnership,   is    intended    to    be    permanent,   even 
although  its  objects  be  ei)hemeral,  [irojjer  provision 
for  De[)reciation  must  in  all  cases  be  made  in  order 
to  ensure  the  i)ermanence  of  the  undertaking.   Thus, 
if   a    company    be    formed    to   carry    on    a   general 
shipping   business,     provision     must     be     made    for 
Depreciation,  so  that  new  ships  may  be  purchase<l  as 
the  old  ones  become  worn  out,  without  the  necessity 
of  raising  further  capital  ;   and  similarly  of  a  com- 
jiany    being    formed    for    the    general    purpose    of 
spe<ulating     in     land,     and     blocks     of     land     are 
developed   and  soM,  only  the   profit  on   such   sales 
may  be  distributed  after  providing  for  all  known  and 
expected    losses    and    shrinkages,    as   otherwise    the 
ca])ital    will    gra«lually    become    deplete<l,    and    the 
time  will  eventually  arrive  when  future  operations 
are  imiKi.ssible,  on  acc<junt  of  insufficiency  of  funds. 
A  question  that  is  at  the  i)resent  time  exen'ising 
the    minds    of    many     is    as    to    whether     Local 
Authorities   need    provide   for   the   Depreciation   of 
Fixed  Assets  acquired  by  them  for  trading  purposes. 
In  a  general  work  of  this  description  it  is  impossible 
to  deal  otherwise  than  generally  with  this  i)articular 
matter.     It  may  be  pointed  out,  however,  that  the 
prin<'i[)les  of  accounting  are  of  general  api)lication, 
and  that  if  a  trading  business  be  so  conducted  that 
HO   provision   is   made   for   the   Dejjreciation   of  its 
Fixed  Assets,  the  a<*counts  will  show  a  balance  in 
ex<-e.ss  of  the  true  Net  Profit  earned  ;  and  if,  there- 
fore, the  whole  of  that  balance  be  distributed  from 
year  to  year,  the  capital  of  the  undertaking  will  be 
gradually    depleted,    and    the    time    will    eventually 
come  when  either  the  venture  has  to  be  abandoned 
or  fre.sh  capital  raised  to  enable  it  to  be  continued. 
On    the   grounds,    therelV)re,    of    business   common- 
sense  and  prudence,  every  argument  would  appear 
to  be  in  favour  of  due  provision  being  made  for 
Depreciation,  here  as  elsewhere.     It  may  l)e  added, 
moreover,   that   Local   Authorities   are,   in   general, 
reqnireil,  as  a  condition  of  the  iM)wer  given  them  to 
raise  cai)ital,  to  "  maintain  "  the  assets  acquired  by 
them    out    of    Revenue,    and    it    has    already   been 
pointed   out  that  the  term  "  maintenance,"   rightly 


understood,  includes  provision  for  Depreciation,  as, 
unless  such  provision  be  in<'luded,  the  time  must 
inevitably  come  when  the  assets  can  no  longer  be 
maintained,  save  by  further  cajjital  expenditure. 

RESERVES  AND  RESERVE  FUNDS. 

It  would  ai)[)ear  that  these  terms  are  in  practice 
used  .somewhat  loo.seIy,  different  meanings  being 
attached  to  them  by  different  persons.  In  his  work 
on  "  Auditors :  their  Duties  and  Responsibilities," 
Mr.  Francis  W.  Pixley,  F'.C'.A.,  states  that  there  is 
'*  a  distin<t  difference "  between  the  two  terms. 
"  A  Reserve,"  he  considers,  •'  is  merely  the  surplus  of 
"  the  credit  side  of  the  Balance  Sheet  over  its  debit 
"  siile,  although  perhaps  the  Reserve  may  be  divided 
•'  under  two  (jr  three  different  headings,  such  as 
*' '  Reserx  e '  and  '  Balance  of  Profit  and  Loss 
"  *  Account  carried  forward.'  A  Reserve  of  this 
"  nature  is  either  a  i)rovision  against  loss  of  Capital, 
"  or  a  Reserve  for  the  equalisation  of  dividends,  or 
'*  a  Reserve  as  an  extra  inducement  to  those  with 
"  whom  the  company  may  do  business  to  give  credit. 
"  A  Reserve  Fund,  however,  is  not  merely  a  surplus 
"  shown  on  the  debit  side  of  the  Balance  Sheet,  but 
"  must  be  rei)resenled  by  special  investments  which 
"  may,  or  may  not,  be  shown  <listinctly  on  the  credit 
"  side  of  the  Balance  Sheet.  if,  therefore,  the 
''Reserve  is  used  in  the  general  business  of  the 
''  comi)any  it  is  not  a  Reserve  Funtl,  althi>ugh 
"  perhaps  the  term  might  be  properly  so  used,  if 
"  some  stock  used  in  the  ordinary  course  of  the 
"  busine.ss  were  specially  set  aside,  and  when  made 
"  use  of  represented  by  cash  set  aside  until 
"  reinvested  in  further  stocks  .specially  ear-marked." 

The  above  view  is  one  that  is  verj-  prominent  in 
certain  quarters,  and  it  must  be  admitted  that, 
inasmuch  as  there  is  a  very  general  impression  on 
the  part  of  the  public  that  the  term  "  Reser\e 
F'und "  signifies  that  a  corresponding  amount  of 
profits  has  l)een  retained  by  the  company,  ami 
itwcstcd  to  provide  against  future  contingencies,  it  is 
perhaj)s  rlesirable  that  more  care  should  be  devoted 
to  the  nomenclature  of  this  important  item  than  is 
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generally  observed.  It  will  be  noted,  however,  that 
Mr.  Pixley  advances  no  specific  authority  in  support 
of  his  definitions  of  the  terms  "  Reserve "  and 
"  Reserve  Fund,"  and  it*  may  be  added  that  his 
views  upon  the  subject  are  by  no  means  universally 
accepted.  In  particular,  Mr.  T.  A.  Welton,  F.C.A., 
holds  the  view  that,  so  long  as  divisible  profits  are 
not  divided,  they  may  properly  be  described  as 
"Reserve  Fund,"  no  matter  what  the  form  of  the 
assets  may  be;  and  as  a  matter  of  account  this 
would  appear  to  be  the  sounder  view,  in  that  it  is 
impossible  to  state  that  any  particular  credit  balance 
on  a  Ledger  is  represented  by,  or  represents,  any 
particular  debit  balance  on  that  Ledger.  That  is  to 
say,  short  of  actually  lodging  assets  with  creditors 
as  security,  it  is  impossible  to  ear-mark  certain 
assets,  as  in  any  way  "  representing "  certain 
liabilities :  the  whole  of  the  assets  must  be 
marshalled  against  the  whole  of  the  liabiHties  in  the 
form  in  which  they  appear  in  a  Balance  Sheet,  as 
ordinarily  constructed. 

For  these  reasons,  the  writer  favours  the  view 
endorsed  by  Mr.  Welton,  that  the  term  "  Reserve 
Fund,"  properly  understood,  means  neither  more  nor 
less  than  undivided  profits  which  have  been 
formally  "  reserved "  when  they  might  have  been 
divided ;  while  the  term  "  Reserve  "  means  a  pro- 
vision for  an  expected  loss  or  liability  that  has  not 
as  yet  been  definitely  ascertained.  At  the  same 
time,  it  must  be  admitted  that  the  uncertainty  with 
regard  to  the  exact  meaning  in  any  particular  case 
of  these  important  terms  is  greatly  to  be  regretted. 
In  considering  further  the  nature  of  Reserves  and 
Reserve  Funds,  and  their  respective  functions  in 
accounts,  however,  it  must  be  understood  that  the 
former  term  is  applied  to  those  provisions  which 
are  properly  charges  against  profits,  and  which  have 
to  be  made  before  arriving  at  true  Net  Profits  that 
are  properly  divisible ;  while  the  latter  term  will  be 
employed  to  designate  true  Net  Profits,  that  might 
have  been  divided  as  such,  but  which  have  been 
reserved,  or  capitalised  pro  icm. 


RESERVES. 

Following  the  lines  indicated  in  the  preceding 
paragraph,  the  necessity  for  providing  for  Reserves 
arises  whenever  it  is  required  to  charge  something 
against  profits,  to  rejiresent  an  expense,  or  loss, 
which  is  known  («)r  believeil)  to  have  been  iiwurred. 
Thus  a  Reserve  may  be  made  to  provide  against  loss 
from  Had  and  Doubtful  Debts,  to  provide  for 
Depreciation,  or  to  provide  against. loss  incurred  in 
connection  with  a  pentling  claim  or  action.  Debts 
known  to  l)e  irrecoverable  would  naturally  be 
written  off  to  the  debit  of  Bad  Debts  in  the 
onlinary  way  ;  but  in  addition  it  is  generally  neces- 
sary to  make  some  further  provision  for  loj»s  under 
this  heading,  while  it  is  (iearly  undesirable  to 
actually  write  off  debts  so  long  as  there  remains 
any  prol>ability  of  their  being  eventually  collected. 
Again,  in  some  cases,  with  a  view  to  averaging  the 
charges  against  successive  years,  it  is  thought  that 
the  best  way  of  providing  against  loss  under  this 
hea<ling  is  by  way  of  a  j)ercentage  on  the  Sales 
which  experience  has  shown  to  be  reasonable  and 
sufficient.  Under  these  circumstan<*es,  it  becomes 
neces.sary  to  pass  an  entry  through  the  Journal, 
debiting  Bad  Debts  Account  with  the  estimated 
loss  ;  but  because  there  is  no  other  Ledger  Account 
that  can  be  conveniently  credited,  an  account  has 
to  be  opened,  entitled  "  Reserve  for  Bad  and 
Doubtful  Debts  Account.''  The  balance  of  this 
latter  may  appear  upon  the  liabilities'  side  of  the 
Balance  Sheet;  it  is  preferable,  however,  in  the 
case  of  Reserve  Accounts  raised  to  provide  for 
shrinkage  in  the  value  of  specific  assets,  to  deduct 
them  from  those  particular  assets,  in  which  case,  of 
course,  no  entry  whatever  will  appear  upon  the 
liabilities'  side  of  the  Balance  Sheet.  The  amount 
of  the  Reserve  may,  if  thought  desirable,  be  shown 
in  detail  uiKm  the  face  of  the  Balance  Sheet  as  a 
ileduction,  or,  if  preferred,  the  net  value  placed 
upon  the  Book  Debts  may  alone  appear  there. 

With  regard  to  Reserves  for  Depreciation,  the 
more  usual  course  is  to  credit  the  Asset  Account 
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with  such  [)rovision  as  it  may  be  thought  necessary 
to    charge    against    Revenue ;    but    sometimes    this 
course     is    inconvenient — as,     for    example,    when 
Depreciation  is  provided  for  by  way  of  a  fixed  per- 
centage u]X)n  the  original  ccjst  of  the  assets,   and 
further  additions  have  to  be  debited  to  the  Ledger 
Account    from    time    to    time.       If,    under    these 
circumstances,    Dei)reciation    were    credited    to    the 
Ledger  Account,  the  balance  |)eriodically  brought 
down  would  not  show  the  total  cost,  but  the  total 
cost  less  Depreciation,  and  a  calculation  would  have 
to  l)e  made  every  time   in   order  to  arrive  at  the 
amount  ujxjn  whi<'h  Depreciatit^n  must  be  charged. 
In    such    cases    it    is    better    to    open    a    Reserve 
Account,   to  which   the   provision   for   Depreciation 
may  be  credited.     In  the  Balance  Sheet  the  credit 
balance    of    this    account    should    in    all    cases    be 
deduited  from  the  asset  against  which  the  provision 
is  being  accumulated  ;   but  the  practice  of  showing 
the   credit   balance   separately   upon   the    liabilities' 
si<le  of  the  Balance  Sheet  is  not  uncommon.     This 
is  especially  to  be  deprecated  when  the  item  bears 
the   imdistinctive   title   of  "  Resene   Account,"   for 
un«ler  su<h  circumstances  it  might  readily  be  sup- 
posed   that   the   balance    of   the    Reserve    Account 
represented  undivided  profits,  whereas  it  represents 
in    fact    a<lmitted    losses    that    should    have    been 
deducted  from  the  assets  which  are  found  to  be  of 
less  value  than  their  respective  Ledger  balances.    If, 
therefore,    a   Reserve   for    Depreciation    be    placed 
upon  the  liabilities'  side  of  the  Balance  Sheet  at  all 
(as  may  sometimes  be  necessary,  if  it  includes  pro- 
vision against  a   loss  arising  from  several  different 
classes   of   assets),    it   should   be   clearly   stated    as 
"  Reserve  for  Depreciation,"  and  not  as  "  Reserve  " 
or  "  Rese^^•e  Account." 

The  third  kind  of  Reserve  is  neither  more  nor  less 
than  a  Suspense  Account,  and,  if  it  is  separately 
shown  upon  the  liabilities'  side  of  the  Balance  Sheet, 
should  be  so  styled,  in  order  to  avoid  any  possi- 
bility of  its  being  confused  with  undivided  profits. 
Unless,  however,  the  item  is  a  relatively  large  one. 


it    might    reasonably    be    added    to    the    "  Sundry 
Creditors,"  instead  of  being  separately  shown. 

RESERVE   FUNDS. 

A  Reserve  Fund,  as  has  already  been  stated,  is  an 
item    appearing    upon    the    liabilities'    side    of    a 
Balance  Sheet,  rej)resented  by  a  credit  balance  u|)on 
a  corresponding   Ledger  Account   which   has   been 
formed  l»y  the  transfer  to  this  account  of  items  which 
from  time  to  time  have  been  debited  to  Net  Profit 
Account.     It  intimates  that  there  are  in   existence 
undivided  profits  of  a  correspon<ling  amount,  and, 
in  the  view  of  the  writer,  so  long  as  these  profits 
remain  in  existence  the  item  is  correctly  described, 
no  matter  what  form  the  assets  trf  the  undertaking 
may  take  from  time  to  time.     If,  however,  a  loss  is 
subsequently  experienced  which  throws  the  balance 
of  Profit  and  Loss  Account  to  the  debit  side,  then 
any    balance    of   profits   carried    forward    from    the 
previous  period  must  forthwith  be  applied  towards 
the  reduction   or  extinction  of  this  debit   balance, 
and   any   deficiency    remaining   thereafter    must    be 
debited  to  the  Reserve  Fund,  to  record  the  fact  that 
these  profits  are  no  longer  in  existence,  they  having 
been  eaten  up  by  subsquent  losses.     This,  it  is  con- 
ceived, is  the  true  nature  of  a  Reserve  Fund.     Its 
continued    existence    dej>ends    upon    the    continued 
existence  of  a  corresponding  surplus  of  as.sets  over 
liabilities  and  capital,  without  being  in  any  way  con- 
cerned   with     the    form — as    contrasted     with     the 
value — of  those  assets.     It  may   be   added  that  a 
Reserve  Fund  may  cea.se  to  exist  owing  to  subse- 
quent losses,  notwithstanding  the  fact  that  there  still 
remains   in   existence   a   si>ecific   investment   of   the 
value  of  the  amount  originally  standing  to  the  credit 
of  Reserve  Fund  Account;   and  per  eonlra  fluctua- 
tions  in   the   value   of  an   investment   supi)osed   to 
represent  the  Reserve  Fund  would  not  automaticallv 
and  directly  affect  the  balance  of  the  Reserve  Fund 
Account,  but  would  (if  taken  into  account  at  all)  be 
properly  debited,  or  credited,  to  Revenue. 

But  although  it  is  thought  that  the  idea  of  any 
intimate  connection  between  the  Reserve  Fund  and 
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a  corresponding  investment  in  "  gilt-edge*!  "  securities 
is  liased  upon  an  illusion,  it  must  not  be  supposed 
that   it   is  sought   to  discourage   the   i)ra<'tice,   very 
general   among   prudent  business  men,   of   investing 
surplus  assets  in  sucli  a  form  that  they  are  readily 
available   in   case   of   need.      The   whole   object   of 
refraining  from  divi<ling  profits  up  to  the  hilt  is  to 
place  the  company  in  a  more  advantageous  position, 
an«l  it   is  a  question   of  business   policy  as   to   how 
that    end    may    be    best    achieved.      Usually    it    is 
desirable  to  invest  in  Consols,  or  some  other  high- 
class  security,  a  sum  equal  to  the  amount  (»f  profits 
reserved,   as   such   a   sum    is   thus   rendered    readily 
available  in  case  of  neeil,  while  in  the  meantime  it 
earns  a  fair    -although   not  very  tenii»ting — rate  of 
interest,     but  cases  may  easily  arise  in  which  the 
reason    lor    reserving    profits    is    because,    owing    to 
increasing  business,  the  working  cai)ital  of  the  under- 
tpkinir    is    b>und    to    be    insufficient,    and    it    is    n»>t 
thought   desiral'le  to   raise   further   capital.      Under 
such  circumstances  it  is  not  only  perfectly  legitimate, 
but  actually  wise,  to  employ  the  ;isst  Is  represented 
by  the  undivided  ]»rofits  as  working  capital,  or  (as 
it  is  couiiiionly  termed)  to  invest  the  Reserve  Fund 
in  the  business  itself.      It  would  be  manifestly  bad 
management  to  invest,  say,  ^1,000,  in  Consols  at  a 
time  when   interest  at   4   or   5    per  cent,   was  being 
])aid  to  debenture-holders,  or  upon  a  bank  overdraft. 
i;ut  unless  there  is  any  specific  reason  why  reserved 
profits  should  uot  be  invested,  it  is  always  desirable 
that    they    .should    be    .so    invested;    otherwise    the 
working  capital  will   be  in  excess  of  the  legitimate 
requirements    of    the   business,   when    <lue    attention 
may  not  perhai)s  be  given  to  the  prompt  turning  of 
floating  assets  into  cash.     The  whole  matter,  how- 
ever,    as     has     already     been  •  stated,     is     one     of 
administration  rather  than  of  general  principle. 

SINKING   FUNDS. 

When  it  is  desired  to  accumulate  a  tertain  siiecific 
sum  at  the  end  of  a  definite  period,  in  such  a 
manner  that  the  withdrawal  of  a  corresponding 
amount  of  money  from  the  business  will  cause  no 
inconvenience,  recourse  is  had  to  a  Sinking  Fund. 


An  estimate  is  made  of  the  amount  of  interest  that 
can  be  earned  uiM^n  outside  investments,  and  the 
amount  that  must  i>e  annually  invested  to  pnxluce 
the  required  sum  is  ascertained,  upon  the  footing 
that  the  income  deri\ed  from  the  investments  is  to 
be  reinvested  so  that  the  whole  may  a<cumulate  at 
comiX)und  interest.  In  practice,  however,  a  certain 
martrin  must  invariably  be  allowed  to  compensate 
for  the  loss  of  time  in  effecting  such  reinvestments, 
and  it  is  prudent  also  to  provide  a  further  margin  in 
case  of  a  iH>ssible  decline  in  the  market  price  of  the 
securities  selected  when  the  whole  of  the  investment 
has  to  be  sold. 

When  the  object  of  accumulating  the  nuuiies  in 
question  is  to  provide  for  the  replacement  of  assets 
that  will  then  be  worn  out,  or  othenvise  valueless, 
the  cost  of  making  such  pnnision  is  a  charge  against 
profits  in  the  nature  t)f  Dei)reciation.     Hut  when  the 
object  is  to  provide  for  the  rei)ayment  of  borrowed 
money— as,  for  example,  an   issue  of  debentures — 
the  cost  is  not  projjerly  chargeable  against  Revenue, 
lor  the  jiayment  of  debts  as  they  bectune  <lue  is  not 
per  sc  a  Revenue  charge.     If,  however,  the  liability 
(b)r  the  eventual   repayment  of  whi<h   provision  is 
being  made)  was  originally  incurred  for  the  sake  of 
providing  working  capital,  then  it  is  clear  that  when 
it  is  repaid  working  «ai»ital  will  to  a  correspt>nding 
extent  be  depleted,  ami  if  it  be  projMJsed  to  avoid 
this     undesirable     contingency     the     only     possible 
alternatives  are  either  (i)  to  re-borrow  in  the  future, 
or  (2)  to  i)rovide  for  the  repayment  of  loans  out  of 
profits.     If  it  were  desired  to  re-borrow  in  the  future, 
no  Sinking  Fund  would  be  necessary,  for  the  old 
loan  might  in  that  case  be  paid  off  out  of  the  new 
(jiie;  but  if  it  be  desireil  to  pay  t)flF  b(»rrowe«l  work- 
ing cai»ilal  out  of  i)rofits,  it  is  clear  that  profits  must 
be   specifically   allocated   to   that   purpose   and   not 
otheiwise  emj»loyed.     Hence  the  necessity  of  pro- 
vi«ling     a     Sinking     Fund,     which,     under     these 
circumstances,   is     similar   to    a    Reserve    Fund 
systematically    formed    and    invested    outside    the 
business,   save    that   the   income   derived   from   the 


investments  is  i-redited  to  the  Sinking  Fund  Account 
in.stead  of  being  credited  to  Revenue. 

ft  will  thus  Im-  %ti\\  that  tlu  f(»riiiatioii  of  a 
Sinking  Fun<l  iiivolus  two  distinct  sets  of  (»pera- 
tions.  In  the  first  place.  Sinking  Fund  must  be 
credited  annually  with  the  i)rescribed  instalments, 
which  mu.st  be  debited  cither  to  I'rofit  and  Loss 
Account  f»r  to  Net  Profit  Account,  according  to 
whether  th:-  V\\\m\  is  raised  to  replace  wasting  assets 
or  to  discharge  liabilities;  and,  in  the  second  i)lace, 
I'ash  must  be  cre<lile<l  and  Sinking  Fund  Investment 
Account  (lebited  with  a  corresponding  sum,  which 
must  be  taken  out  of  the  business  and  investe«l. 
Income  receive<l  from  investments  must  be  debited 
tn  Cash  and  j-redited  to  Sinking  Fund  Account,  and 
from  time  to  time  a  correspomling  sum  must  be 
reinvested,  being  credited  to  Cash  Account  an«l 
debite«l  to  Sinking  Fund  Investment  A<(ount. 
Theoreti<ally,  the  Sinking  Fund  instalments  may  be 
a<*curately  determined  in  advance,  but  in  pra<'tice 
they  will  jjrobably  have  to  be  modifie<l  from  time  to 
time,  in  order  to  ensure  the  realisable  value  of  the 
investments  reaching  the  prescribed  sum  at  the 
future  date  already  tleterniined  u[>on.  When  that 
date  arrives,  the  investments  will  be  .sold,  .Sinking 
FumI  Investment  ■Vccoimt  credited,  and  ('ash 
flebited.  There  is  thus  nn)ney  in  hand,  available  for 
the  pnrpost-  lor  which  the  Sinking  Fund  was 
originally  createil.  If  that  [»uri)use  was  the  replace 
ment  i»f  assets,  entries  should  In-  passed  through  the 
books  writing  ofT  the  amount  staiuling  to  the  debit 
of  the  \arioiis  a.ssets  that  have  now  bicoine  value- 
less, and  debiting  Sinking  I'und  Acc«iuiit  therewith. 
If  the  Sinking  Fund  Account  then  shows  a  debit 
balaiue,  the  provision  made  "in  the  i>ast  will  have 
been  insufficient  to  cover  the  realised  los.s,  and  the 
balaiue  must  therefore  now  be  written  of!"  as  an 
a.scertained  loss.  If,  on  the  (dlier  hand,  the  at'count 
shows  a  credit  balance,  the  provision  is  in  excess  of 
the  actual  requirenieiit.s,  and  such  balance  might  be 
credited  to  Revenue,  although  it  wouKl  doubtless 
be   more   prudent   to   transfer   it   to   the   credit   of 


Reserve  Funr!.  When  the  Sinking  Fund  has  l»een 
created  for  the  puri>ose  of  redeeming  liabilities  at  a 
future  date  out  of  profits,  and  that  end  has  been 
a«hicve<l,  the  balance  to  the  credit  of  .Sinking  Fuml 
Account  should  be  tran.sferred  to  the  <-redit  of 
Reserve  bund,  representing — as  it  does— profits  that 
ha\(."  been  reserved,  in.stead  of  being  distributed 
among  the  [)roprietors  by  way  of  dividend. 

The  employment  of  Sinking  Funds  for  the  puri>ose 
of  providing  for  the  repayment  of  liabilities  is 
conunon  in  the  acc()unts  of  Local  Authorities,  which 
are  authorised  to  raise  such  funds  as  may  be 
necessary  for  their  purposes  by  terminable  loans,  on 
the  con<lition  that  they  create  a  Sinking  Fund, 
charging  the  aiuiual  instalments  against  Revenue. 
.\s  has  already  been  stated,  the  repayment  of 
liabilities  is  not  a  Revenue  charge  fn»m  the  [Munt 
of  view  of  strict  accounting;  but  in  the  case  of  these 
undertakings,  which  .start  ojjerations  with  no  capital 
of  their  own,  it  is  clear  that  by  no  other  means  can 
the  due  re[>ayment  of  loans  be  assured.  In  the  case 
of  trading  departments,  Lcjcal  Authorities  are 
required  to  charge  Sinking  Fund  instalments 
against  Revenue  before  arriving  at  a  balance  of 
siir[)lus  profits  available  for  the  relief  of  general 
rates.  In  .some  quarters  it  has  been  thought  that 
this  requirement  absolves  these  authi^rities  from  the 
necessity  of  pnjviding  for  Depreciation,  while  in 
<jthers  it  has  been  urgerl  that  the  due  [)rovision  for 
Ue[»rcciation  absolves  the  authorities  from  [)r(jviding 
in  addition  for  the  repayment  oT  loans.  The 
judic'ial  inter[)ietations  up(jn  matters  of  account  are 
in  general  so  curious  that  it  would  be  unwise  to 
hazard  an  o[»inion  as  to  the  legal  res[»onsibility  of 
Local  Authorities  under  these  circumstances.  It 
may  be  mentioned,  however,  that  the  requirement 
that  they  shall  provi<le  out  of  Revenue  for  the  main- 
tenance ol  as.sets,  antl  lor  Sinking  Fund  instalments, 
before  arriving  at  a  balance  of  surplus  pr«)fits  avail- 
able for  general  purposes,  will  doubtless  be  regarded 
by  accountants  as  conclusive  on  the  iK)int.  It  may- 
be mentioned,  however,  that,  as  has  already  been 
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stated,  if  Depreciation  be  ignored,  these  under- 
takings must  of  necessity  be  of  a  non-permanent 
character;  if,  on  the  other  hand,  Sinking  Fund 
instalments  be  ignored,  they  must  remain  per- 
petually in  debt.  Moreover,  assuming  that  only 
profitable  enterprises  be  undertaken,  and  that  they 
are  ably  and  economically  administered,  there 
should  (bearing  in  mind  tlie  low  rate  of  interest  at 
which  Local  Authorities  are  enabled  to  l>orrow 
money)  be  no  difficulty  in  their  ])roviding  for  both 


Depreciation  and  Sinking  Fund,  while  yet  realising 
sufficient  surplus  profits  (available  for  general 
purposes)  to  comiHjnsate  the  ratepayers  for  the 
financial  risk  of  the  enterprise.  A  trading  venture 
that  cannot  produce  such  a  result  as  this  can,  it  is 
thought,  hardly  be  regarded  as  offering  sufficient 
inducements  for  it  to  be  undertaken  at  all — unless, 
of  course,  the  enterprise  be  regarded  as  necessary, 
quite  apart  from  the  question  of  jxissible  profits. 


CHAPTER   XXI. 


PAYMENTS  BY  INSTALMENTS  AND  INTEREST. 


IN  certain  classes  of  undertakings  the  transactions 
— or  a  considerable  part  thereof — involve  dealings 
on  credit  extending  for  a  term  of  years,  the 
indebtedness  so  created  being  liquidated  by  equal 
periodical  instalments.  Unless  the  period  be  quite 
a  short  one,  it  becomes,  under  these  cir<*umstances, 
important  to  consider  the  question  of  interest  if  the 
profits  of  su<*cessive  years  are  to  be  accurately 
det<*rmined.  In  some  cases  the  transactions  are 
clearly  state<l  to  involve  the  question  f)f  interest — as, 
for  example,  when  money  is  lent  out  on  mortgage  by 
a  Building  Society,  or  when  a  manufacturer  of 
railway  wagons  dis[M)ses  of  them  under  a  hire 
purchase  agreement — while  in  other  cases  (as,  for 
example,  in  the  Musical  Instrument  and  Bicycle 
trades)  a  higher  price  is  charged  for  credit  transac- 
tions, which  covers  interest  without  any  exact  rate 
being  prescribe*!.  In  both  cases,  however,  the 
question  f)f  interest  must  be  carefully  taken  into 
consideration. 

It  will  be  convenient  in  the  first  instance  to 
describe  the  general  principles  involved,  as 
exempllfieil  in  the  case  of  hire-purchase  agreements 
for  railway  wagons,  as  the  problem  here  is  of  especial 
significance  both  to  the  manufacturer  and  to  the 
hirer.  The  manufacturer  is  concerned  in  dis- 
tinguishing between  the  Gross  Profit  on  trading, 
which  (with  a  reasonable  reserve  for  contingencies) 


may  fairly  be  stated  to  have  been  earned  upon  the 
execution  of  the  hire-[)urchase  agreement,  anil  the 
income  that  he  derives  from  interest  charged  to 
customers  as  compensation  for  the  extended  terms  of 
credit  given.  To  the  hirer  the  question  of  interest 
is  of  importance,  in  that  the  aggregate  amount  of 
instalments  pal<l  by  him  under  the  hire-pun'hase 
agreement  is  naturally  in  excess  of  the  intrinsic 
value  of  the  assets  acquired.  It  would  conse- 
quently be  improper  for  him  to  capitalise  the  whole 
amount  of  such  instalments ;  while,  for  the  purpose 
of  debiting  each  year's  Revenue  Account  with  its 
proper  charges,  it  becomes  important  to  ascertain 
how  much  of  each  instalment  represents  interest, 
and  how  much  may  properly  be  capitalised.  The 
necessity  for  going  into  the  matter  thus  exhaustively 
arises  from  the  fact  that  th(jse  industries  which 
acquire  wagons  on  the  hire-purchase  system  at  all 
(Colleries,  Quarries,  and  the  like)  usually  engage 
upon  those  transactions  to  an  extent  which — as  com- 
pared with  their  transactions  as  a  whole — renders 
the  matter  one  of  serious  import,  if  the  true  result  of 
those  transactions  in  the  aggregate  is  to  be  correctly 
shown  by  the  accounts.  On  the  other  hand,  some 
transactions  of  a  similar  nature — e.g.,  the  acquisition 
of  a  Musical  instrument,  a  Bicycle,  or  an  Encyclo- 
paedia on  terms  of  deferred  payment — are  as  a  rule 
relatively  unimportant  to  the  hirer,  an<l  in  conse- 
quence such  a  nice  distinction  '»etween  Capital  and 
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Revenue-    antl     especially     lu'twct'ii     the     Kcveiiiu- 
charges    of    siieetssive    years     neeil    imt    he    ma»1e, 
Exreplums,  however,  will  arise  tvrii  hen-.     Thus  il 
a   hntrj.  or  a   Itoanlinc;  hmise,   l>f   fiirnishrd   011   tin- 
hire  piirehast'  system,  the  transaction  is  of  sufficient 
importance    to   merit    lieinc;    treatetl    upon    scientific 
lines    in   the   accounts   of.  these    un<l«rtai;injj;s  ;    and 
simil;irlv,  if  a   musical  aca*lemy  were  to  acquire  its 
pian«»s   upon   these  terms,   the   matt«r   wouhl   ite   of 
sufficient  importance,  as  comjiarcl  with  the  transac- 
tions as  a  whole,  to  cnll  for  proper  treatment.     In 
such  cases,  the  re<"nril  of  thi-  transacti<^ns,  from  the 
hirer's   point    of   view,   will   l»e   the  converse   tvf   the 
record  from  the  point  of  view  of  the  manufacturer, 
and    it    is    therefore    unnecessary    to    deal    with    the 
matter  in  further  detail,  as  the  record  in  connection 
with  Colliery  .\ccounts  is  fully  described. 

WAGON  HIRE-PURCHASE   AOREEMENTS. 

The  general  nature  of  a  contract  of  this  descrip- 
tion is  that,  if  the  "  tenant  "  {i.e.,  the  hirer)  makes 
the  necessary  i)erio«lical  i)ayments  regularly,  the 
manufacturer  agrees  to  hand  over  the  ownership  of 
the  articles  in  question  to  him  at  the  end  of  the  pre- 
scribed term  upon  the  ])ayment  of  a  further  nominal 
sum.  There  are  various  other  conditions  whi<"h,  in 
practice,  mav  ha\e  some  bearing  upon  the  contract, 
but  these  are  the  main  features  that  have  to  be  taken 
into  consideration  in  connection  with  the  treatment 
of  the  c«^ntract  as  a  matter  of  account. 

In  Manufacturers'  Accounts. — It  is  obvious 
that,  from  the  ju.int  of  view  <jf  the  manufacturer,  it 
woulil  be  most  improper — even  although  it  might 
perhaps  be  technically  correct — to  treat  these  instal- 
ments as  simple  hire,  and  at  the  end  of  the  term  (if 
they  have  !)een  punctually  paid  and  a  further 
nominal  consideration  paid)  to  treat  the  articles  in 
question  as  a  f^if/  fn^m  the  manufacturer  to  the 
tenant.     The  right  treatment  for  the  manufacturer 


is  unquestionably  for  him  to  regard  all  these  trans- 
actions as  s<i/fs  of  the  articles  in  <)uestion,  he  at  the 
same  time  lending  to  the  purch  iser  the  whole  nl  the 
{lurchase  money,  upon  consideration  ol  its  being 
paid  back  to  him  by  instalments  with  interest. 

All  the  material  itiforuiation  which  would  be  ex- 
pn-ssed  in  any  hire-purchase  aj^Moement  would  be  (i) 
the  number  of  instalments,  (2)  theperio<l  over  which 
(hey  are  e\tenil»>d,  and  (X)  the  amount  of  each  instal- 
ment.    It  is  f.bvious,  however,  that  the  manufacturer 
canmU  treat  the  transa«-tion  as  being  a  sale  to  the 
extent  of  th»'  aggregate  amount  of  the  instalments, 
inasmuch    as    interest    has    been    added    and    the 
amounts  of  the  instalments  e(|ualised.     It  is,  there- 
fore,   only    proptr    b>r    him    to   credit    his   Trading 
.Account  at  the  outset  with  the  "present  value"  of 
these  future  repayments.     In  order  to  arrive  at  this 
figure  it  is,  of  course,  absolutely  essential  to  first  f)f 
all  assess  the  rate  of  interest  which  tlu?  manufacturer 
reckons  to  g«-t,  as  a  «'onsi<leration  for  the  delay  in 
l)ayment    of    the    purchase-price.      This    is,    unrler 
ordinar>   circumstances,  either  5  per  cent,  or  6  per 
cent.;   but  usually  the  calculations  are  not  worked 
out  accurately,  the  instalments  being  taken  at  .some 
more  or  less  round  sum  approximating  to  what  the 
amount  would  i-ome  to  if  worked  out  exactly.     Still, 
the  proi>er  <'ourse  to  pursue  is,  no  doubt,  to  a.ssume 
a  fixed  rate  of  interest,  and  upon  this  basis  to  arrive 
at  the  present  value  (.f  the  sum  of  the  future  instal- 
ments.   This  present  value  may  be  taken  as  the  cash 
value  of  the  article  sold,  and  the  transaction  may  be 
treated  as  a  sale  for  that  amount ;  per  contra^  it  must 
be  regarded  as  an  advance  to  the  purchaser  for  a 
corresponding  amount.  To  the  debit  of  this  Advance 
Account,  interest  at  6  [ler  cent.  («>r  whatever  the  rate 
may  be)  will  be  added  from  time  to  time,  and  the 
actual  instalments  receiveil  will  be  (Tedited ;  so  that 
by    the    time    the    agreement    expires    there    is    no 
balance  to  either  the  debit  or  credit  of  the  account. 
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EXAMPLE: 
Dr. 


A.   JONES.  CONTRA. 

Agfreement  No.  4,061  (10  half-yearly  payments  of  fj  os.  .Sri.) 


Cr. 


i8q2 
Jan.      I     To  Sales  Account 
fane  30      „   Interest 


1893 

Jan.      I  To  ttalnnce 

June  30  ,,    Interest 

Dec   31  .. 


1894 

Jan.      I  To  Balance 

June  30  „    Interest 

Dec.  31  .. 


1 805 

Jan.      I  To  Balance 

lune  30  .,    Interest 

D^c   31  .. 


i8g6 
Jan.      r     To  Balance 
June  30      ,,   Interest 


()C^  o  ft 

1  16  0 

I  \2  10 

£63  «  10 


49 
1 

I 

7 

h 

(> 

K 

3 

iT.r-: 

^ 

5 

3H 
I 
0 

2 
2 

19 

I 

10 

3 

/^40 

♦ 

2 

2G 

0 
0 

1.5 
II 

10 

8 

II 

£21 

10 

5 

13 
0 
0 

8 
4 

I 

I 
0 

£h 

I 

4 

IK92 

June  30  By  Cash 

l>ec.  31  .,       „ 

,,  ,,    n.ilance 


tS')3 

[une  30  By  Cash 

l^'^c.  31  ,,      „ 

„  ,,    Balance 


1894 
June  30     By  Cash 
Dec.  31 

„        ,,    Balance 


1895 

June  30  By  Cash 

Dec.  31  „      „ 

,,  ,,   Balance 


1896 
June  30     By  Cash 
Dec.  31       „      „ 


£    s   d 

708 
708 

49     7     6 
£^Z    8  »o 


708 

708 

38     2     I 


£5^ 

3 

5 

7 

7 

26 

0 
0 

2 

S 

8 

10 

£40 

4 

-■% 

7 

7 

13 

0 

0 
9 

8 
8 
I 

£27 

10 

5 

7 
7 

0 
0 

8 

S 

£lA 

I 

4 

In  the  above  example  the  interest  is  worked  out 
at  half -yearlv  rests,  but  it  mav  be  ailded  that  many 
manufacturers  use  yearly  rests,  even  when  the 
instalments  are  i)ayable  half-yearly  or  quarterly. 

Tt  will  be  .seen  that  the  arrangement  which  is 
embodied  in  the  above  account  is  for  the  pavment 
of  half-yearly  instalments,  the  first  taking  place  six 
months  after  the  execution  of  the  agreement.  It  is 
not  always,  however,  that  this  is  the  nature  of  the 
transaction.  It  frequently  happens  that  the  manu- 
facturer requires  the  first  in.stalment  to  be  paid  on 
the  signing  of  the  agreement.  When  this  course  is 
a<lopted  it  will  be  found  to  very  materially  affect 
the  "  cash  value  "  of  the  article,  inasmuch  as  there 
are  by  this  means  only  tiitic  instalments  of  interest 
to  be  debited  instead  of  ten,  and  these  in  each  case 
upon  a  smaller  amount.  For  practical  purposes 
it  may  be  taken  that,  instead  of  the  "cash  value" 
^^'"g  Jj^^y  ^s  stated  in  our  pro  jorma  example,  the 


"cash  value"  will  be  ;^63  (approximately),  if  the 
instalments  were  required  to  be  made  in  ailvance  for 
each  half-year.  It  will  thus  be  seen  how  ver\- 
important  it  is  that  these  transactions  should  be 
treated  upon  a  proper  basis  at  the  outset,  for 
obviously  a  difference  of  ^^3  or  more  in  the  price  of 
a  single  railway  wagon  would  make  a  very  consider- 
able difference  in  the  amount  to  be  taken  to  the 
credit  of  Profit  and  Loss  Account,  as  being  the 
gro.ss  profit  upon  the  sales. 

Attention  has  already  been  drawn  to  the  fact  that 
this  treatment  of  hire-purchase  transactions  is  a 
purely  artificial  one.  There  is  no  compulsion  on  the 
part  of  the  tenant  to  continue  paying  the  instalments 
if  it  suits  his  purpose  better  to  cancel  the  agreement 
and  return  the  wagons.  While  the  agreement  con- 
tinues, however,  he  is  liable  for  the  wagons  being 
kept  in  good  repair,  and  has  to  continue  to 
punctually    pay    the    instalments    arranged.       The 
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result  of  this  is  that,  even  if  the  tenant  chooses  at 
some  subsequent  date  to  cancel  the  agreement  and 
return  the  wagons,  in  the  majority  of  cases  the  result 
will  be  an  additit)nal  profit  to  the  manufacturer. 
But  this  would  not  necessarily  follow  if  the  wagons 
were  new  at  the  tlate  of  exe<'uting  the  agreement  ami 
were  returned,  say,  one  year  from  that  date.  In  that 
case  there  might  be  a  loss,  ami  to  that  extent  the 
treatment  just  dt-scribed  may  be  said  to  be  unduly 
favourable,  having  regard  to  the  worst  jxissible  con- 
tingencies. Hut  it  is  so  rarely  that  these  agreements 
are  cancelled  in  the  first  year  or  so  that  this  con- 
sideration may  be  disregarded,  it  being  practically 
certain  that  the  few  cases  in  which  it  tMVurs  will  be 
very  much  more  than  averaged  by  tho.se  in  which 
default  is  madt-  at  a  later  peritxl  of  the  currem'y  of 
the  agreement,  in  whi«'h  case  the  manufa<'turer  reaps 
a  profit. 

In  point  of  fact,  it  is  generally  admitted  that — at 
all  events  after  the  first  two  years  have  been  com- 
pleted— the  tenant  jMissesses  some  value  in  his 
agreement,  even  if  he  decide  to  discontinue  the 
payments;  and  it  is  by  no  means  unusual  for  him 
either  to  sell  his  rights  under  the  agreement  to  some 
other  person  who  is  tlesirous  of  acquiring  the 
wagons  upon  a  hire-purchase  system  (obtaining  the 
manufacturers  consent  to  the  transfer),  or  for  the 
manufacturer  himself  to  pay  some  cash  considera- 
tion to  the  tenant  if  the  laiter  decides  to  abandon 
his  rights  under  the  agreement  and  return  the 
wagons  in  good  condition.  That  being  so,  it  may 
be  taken  that  the  asset  standing  in  the  manu- 
facturer's books,  as  being  the  amount  due  upon  the 
loan  of  the  purchase-money  for  the  wagon.s,  is  a 
good  asset  for  that  amount,  even  if  default  should 
be  made  by  the  tenant. 

In  Hirers'  Accounts. — It  now  becomes  neces- 
sary to  consider  how  these  transactions  should  be 
dealt  with  in  the  books  of  the  tenant  or  hirer.  In 
view  of  the  fact  already  mentioned,  that  the  owner- 
ship of  the  goods  remains  with  the  manufacturer 
until  the  completion  of  the  whole  transaction,  it 
might  be  argued  that,  strictly  speaking,  the  whole  of 


the  instalments  should  l>e  charged  against  Revenue. 
On  the  other  hand,  it  is  obvious  that  this  would 
very  unduly  affect  the  profits  of  the  earlier  years, 
for  the  simple  reason  that  the  instalments  on  a  hire- 
purchase  agreement  are  very  much  heavier  than 
upon  a  simple  hiring  agrt?ement  (being,  as  a  rule, 
som<'thing  more  than  twice  the  amount),  so  that 
during  the  earlier  years  the  undertaking  would 
apjHiar  to  be  K)sing  money  by  entering  into  hire- 
pun-hase  agreements  at  all ;  whereas  this  is  by  no 
means  the  case  in  reality,  the  instalments  being  a 
wise  capital  outlay  for  the  pur|)ose  of  acquiring  fixed 
assets  at  a  future  date.  It  will  thus  be  seen  that, 
even  if  the  very  strictest  view  of  the  {Misition  of 
affairs  be  taken,  it  is  not  necessary  to  charge  against 
Revenue  a  larger  proportion  of  the  hire-purchase 
instalment  than  the  amount  for  which  the  use  of  the 
wagons  in  question  could  have  been  obtained  u\Km 
simple  hire.  Even  this  is  really  too  mu(*h  to  charge, 
because  the  wagon  comjianies  naturally  look  to 
make  a  larger  profit  out  of  hiring  than  out  of  hire- 
purchase  agreements.  It  therefore  becomes  neces- 
sary to  go  into  the  matter  ver)-  much  more 
exhaustively  ;  and,  assuming  that  almitst  all  these 
transactions  are  negotiatecl  u|)on  a  basis  of  6  |)er 
cent,  intere.st  by  half-yearly  rests,  it  is  thought  that 
the  following  table,  which  shows  the  cash  value  of  a 
wagon  u|Kin  which  half-yearly  in.stalments  of  ^^5  are 
jiayable  for  any  |)eriod  from  one  to  five  years,  will 
be  foun<l  of  use.  As  already  .stated,  the  usual  term 
of  the.se  agreements  is  five  year.s,  but  a  very 
considerable  number  are  for  3,  3^,  or  4  years. 
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Table  showing  cash  value  of  debt  repayable  by  half-yearly 
instalments  of  £s  each  (rate  of  interest  6  per  cent.,  calcu- 
lated at  half-yearly  rests). 


Number  of  Instalments  u 

npaid 

Cash  Value 

2 

4 

6 

8 

10 

(Agreement  one  year  to  run) 
(          „         two  years     „    ) 
(          „         three    „        „     ) 
(          ..         four      „        „     ) 
(          ..         five      ..       ..    ) 

£     »     d 
9     "     5 
18  II     9 
27     I     8 

35     I  " 
42  13    0 

From  the  above  table  it  will  be  seen  that, 
assuming  a  hire-purchase  agreement  were  entered 
into  under  which  the  tenant  paitl  ^10  i>er  annum 
by  half-yearly  instalments  rluring  five  years,  the  cash 
value  of  the  wagon  must  be  taken  as  being  ^^42  13s., 
allowing  interest  at  the  rate  of  6  per  cent,  with  half- 
yearly  rest.s.  At  the  end  of  the  first  year  (that  is 
to  say,  after  two  instalments  have  been  paid)  the 
amount  standing  to  the  debit  of  Loan  Account 
in  the  manufacturer's  books  will  be  reduced 
'o  JC35  IS-  I  id.,  at  the  end  of  the  second  year  to 
;^27  IS.  8d.,  at  the  end  of  the  third  year 
to  /18  I  IS.  gd.,  and  at  the  end  of  the  fourth  year  to 
£9  "s.  5d.,  which  amount  would  be  altogether 
extinguished  at  the  end  of  the  fifth  year.  To  a  cer- 
tain extent,  this  position  of  aflfairs  may  be  taken  as 
reciprocal — i.e.,  the  difference  between  the  original 
cash  value  and  the  reduced  cash  value  in  the  manu- 
facturer's books  from  time  to  time  may  be  taken  as 
being  the  investment  of  capital  by  the  tenant  in  the 
property  in  question. 

There  are,  however,  other  considerations  to  be 
borne  in  mind  ;  and  for  the  sake  of  bringing  these 
more  prominently  forward,  it  seems  desirable  to 
take  a  concrete  example.  Take  the  case  of  an 
agreement  entered  into  on  the  ist  January  1903,  by 
which  the  tenant  agrees  to  make  seven  half-yearly 
payments  at  £S  6s.  6d.  (the  first  being  due  on  the 
30th  June  1903),  the  interest  being  assumed  to  be 
6  per  cent,  with  half-yearly  rests.  By  reference  to 
the  foregoing  table  it  will  be  found  that  the  cash 
value  of  the  wagon  in  this  case  is  ^^51  17s.  6d.  The 
following  table  may  now  be  compiled,  showing  what 
proportion  of  the  instalments  paid  tluring  each  year 
is  in  respect  of  interest  upon  the  outstanding  debt 
due  to  the  manufacturer,  the  balance  of  the  instal- 
ments being  consequently  the  proportion  which  has 
to  be  capitalised.  The  column  ui)on  the  extreme 
right  in  the  following  example  shows  the  accumula- 


tions upon  the  "  Wagons  Purchase  Account "  at  the 
close  of  each  year:  — 


Date 

Anionnt  of 
Instalment 

Interest 
on 

Outstanding 
Debt 

Proportion 

to 

Capital 

Total  to 

Waj<on 
Purchase 
Account 

to  dale 

31st  December  1903 

1.            M         1904 

i<^)5 
30th  June          1906 

£     s    d 
16  13    0 
16  13    0 
rO  13    0 
8    6    6 

£     s      d 
2    18      2 
2      I      5 

I     3     7 
0    4  10 

£     s     d 

13  X4   10 

14  II     7 

15  9    5 
8     I     8 

£    s    d 
13  14  10 

28     6     5 

43   15   10 
51    17     6 

£5^    5     0 

£0     8    0 

£51   17     6 

■ 

A  careful  examination  of  the  above  table  will 
show  that  when  the  agreement  is  completed  on  the 
30th  June  1906  the  tenant  will  have  paid  in  all 
^58  5s.  6d.,  of  which  ^^51  17s.  6d.  has  been 
allocated  to  Capital,  and  £6  8s.  to  Revenue.  The 
point  which  next  claims  attention  is  as  to  whether 
any  further  charge  to  Revenue  is  necessary,  and, 
if  so,  how  much. 

Repairs. — The  question  of  repairs  should  on  no 
account  be  allowed  to  confuse  the  treatment  of  the 
hire-purchase  agreement  itself.     The  proper  course 
is    either    to    debit    each    year's    Profit    and    Loss 
Account  with  the  actual  repairs  incurred,  or  else  to 
debit    the    Profit    and    Loss    Account    and    credit 
Reserve  for  Repairs  Account  with  the  best  estimate 
of  the  normal  charge  for  repairs,  and  to  debit  the 
latter  account  with  the  cost  of  such  repairs  as  are 
actually  executed.    This  course  has  the  atlvantage  of 
averaging — as     far     as     possible — ^the     charge     to 
Revenue  in  respect  of  these  items;  but,  in  view  of 
the  fact  that  both  the  railway  companies  themselves 
and  the  Board  of  Trade  regulations  are  verj-  strict 
as  to  wagons  being  kept  in  a  thoroughly  effective 
.state  of  repair,  it  is  probable  that  in  the  long  run 
these  rei)airs  will  be  found  to  average  themselves, 
particularly   when   the   tenant   posses.ses   wagons   of 
different  ages.     But  whichever  method  be  atlopted, 
the  treatment  of  the  repairs  should  be  kept  quite 
(listinct  from  the  statement  of  the  gradual  purchase 
of  the  wagons  on  a  hire-purchase  agreement. 
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Depreciation. — The   next   question   which   calls 
for  consideration  is  that  of  Dei)re<iation.     Up  to  the 
present  the  treatment  indicated  has  been  a  question 
of  right  and  wrong,  rather  than  one  of  imlividual 
preference  or  discretion,  hut  Depreciation  is  largely 
a   question    of   individual    discretion.      In    the    first 
place,    there    is    tht*    precedent    afforded    hy    the 
statutory  form  of  accounts  with   regard   to  railway 
companies,    which    suggests    that    no    Depreciation 
whatever  need  he  provided  for,  but    that    the    proper 
course  is  to  renew  worn-out  wagons  out  of  Revenue. 
When  any  large  number  ot  wagons  are  held  by  the 
same  owner  this  is  no  <loul»t  the  simplest  course  to 
pursue,  as  the  charges  to  Revenue  will  be  found  to 
average  themselves  fairly  closely.     But  if  only  a  few 
wagons  are  owned,  it  may  be  found  that  the  charges 
to  Profit  and  Loss  arising  from  their  renewal  are 
unequal,   and   it  will   then   be  found   preferable  to 
adopt  some   means  which   will   have   the   effect   of 
averaging  them.     Then,  again,  there  arises  the  con- 
sideration that  railway  wagons — when  owned  by  the 
class  of  persons  who  would  naturally  acquire  them 
upon  hire-purchase  agreements — are  "  fixed  assets," 
and  not  "  floating  assets " ;    therefore,  even  in  the 
case  of  ordinary  joint-stock  companies,  there  is  no 
statutory    obligation     requiring    that    Depreciation 
should  be  provided  for  from  year  to  year.     It  will 
thus  be  seen  that  the  whole  matter  is  (subject  to  the 
articles  of  association  of  the  paticular  Company 
concerned)  entirely  one  of  separate  choice,  but  that 
is  no  reason  why  the  effect  of  the  various  methods 
which  may  be  atlopted  under  different  circumstances 
should  not  be  considered  and  their  respective  merits 
contrasted. 

It  may  be  taken  at  the  outset  that  a  railway 
wagon  has  a  very  long  span  of  life.  Being  made  up 
of  a  number  of  inter-changeable  parts,  it  is  quite 
possible,  in  the  ordinary  course  of  repairing,  to 
entirely  renew  the  wagon  from  time  to  time  ;  thus 
the  time  never  really  arises  when  the  asset  itself  is 
absolutely  worthless  and  cannot  be  tinkered  with 
any  longer.  But  those  who  are  desirous  of  making 
ample  reserves  against  Revenue  for  every  possible 


risk  will  probably  prefer  not  to  rely  too  much  upon 
this  fact,  but  will  assume  a  length  of  life  upon  the 
part  of  the  wagons  which  is  likely  to  be  realised  in 
all    but    abnormal    cases^— as,    for    instance,    where 
accidents  o<cur.    So  far  as  the  author  has  been  able 
to  ascertain,  the  minimum  life  of  a  wagon  may  be 
put  down  at  sixteen  years,  and  many  are  used  for  a 
very  much  longer  time.     But,  for  those  who  wish  to 
provide  an  ample  reserve  in  the  nature  of  Deprecia- 
tion, it  is  worth  while  to  regard  the  limit  as  sixteen 
vears,  because  bv  this  means  they  will  be  building 
Up  a  Reserve  which  will  be  available  in  the  event  of 
that  particular  pattern  becoming  obsolete  by  reason 
of  further  improvements,  and  also  in  the  event  of 
the  destruction  of  one  or  more  wagons  by  accident. 
Ihere   are   various   methods   by   which   the   "cash 
value"  of  a  wagon  may  be  written  off,  and   it   is 
desirable  that  the  precise  effect  of  each  shouM  be 
fuUv  studied. 

Perhaps  the  most  favourite  method  of  writing  off 
Depreciation,  in  the  case  of  articles  which  from 
time  to  time  require  repairs,  is  to  adopt  a  fixed  per- 
centage upon  the  amount  of  the  reducing  annual 
balance.  The  effect  of  this  method  is  to  write  off 
much  heavier  sums  in  the  earlier  years,  and  smaller 
sums  in  later  years  of  the  asset's  life,  the  object  of 
this  being  to  compensate  for  the  fact  that  the  amount 
of  necessary  annual  repairs  will  probably  be  uiKin 
the  increase.  If  it  is  desired  to  extinguish  the  value 
of  an  article  in  sixteen  years  by  writing  a  fixed  per- 
centage off  the  reducing  balance,  it  will  be 
necessary  to  adopt  a  rate  of  depreciation  (»f  about 
i-jlC'  pt^r  cent.  The  following  table  is  prepared 
upon  this  basis  with  regard  to  the  example  already 
shown  above: — 

EXAMPLE: 


1 

Total  Charse 

"Book" 
Value  of 

Date 

Interest 

Depreciation 

to 
Revenue 

Wagon  at 
close  of  year 

£    s      «« 

£    s  d 

£     «    d 

£     •     d 

1903 

2  18     2 

9     I     6 

II   19    8 

4  13     4 

1904 

2     1     5 

7    9  10 

9  II     3 

II   15     I 

1905 

1     3    7 

637 

772 

21     0  II 

1906 

0    4  10 

5     I  " 

569 

24     0     8 

1907 

•  • 

4    4     I 

4     4     I 

19  16     7 

1908 

•  • 

3    9    5 

3    9    5 

16    7    a 

1909 

•  • 

2   17     2 

3  17    2 

13  10    0 

&c. 
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With  reference  to  the  figures  appearing  in  the  last 
money  column  above,  it  will  be  noted  that  for  the 
first  four  years  the  amount  is  increasing,  while 
afterwards  it  is  re<luced.  The  reason  for  this  is  that 
during  the  continuation  of  the  hire-purchase  agree- 
ment a  portion  of  the  instalments  is  in  respect  of 
Capital,  therefore  the  amount  of  the  capital  asset 
is  increased  during  this  period  in  spite  of  the 
amounts  which  are  credited  to  that  account  and 
debited  to  Profit  and  Loss  for  Depreciation.  It  will 
further  be  noticed  that  at  no  time  does  the  value  of 
the  wagon  a|)pear  in  the  books  at  more  than 
;^24  OS.  8d.,  although  the  original  value  of  the 
wagon  when  new  was  ;^5i  17s.  6d.,  and,  further, 
that  during  each  of  the  first  three  years  the  total 
charge  to  Revenue  ex<*eeds  jQ^j.  This  figure  of  jQy 
is  mentioned  in  this  connection  because  that  is 
approximately  the  amount  which  would  be  charged 
for  simple  hire,  and  it  is  obvious  that  under  no 
circumstances  can  it  be  really  proper  to  charge  more 
against  Revenue  than  the  amount  of  simple  hire, 
because,  in  ad<lition  to  getting  the  use  of  the  wagon, 
which  is  all  that  is  paid  for  in  the  case  of  simple 
hire,  the  tenant  is  also  gradually  acquiring  the 
ownership  of  the  wagons  themselves.  It  will  thus 
be  seen  that  the  above  system  is  one  which  operates 
very  unfairly  u[)on  the  earlier  years'  profits,  and  is 
also  one  which  unnecessarily  reduces  the  value  of 
the  wagons,  for  It  cannot  be  said  that  the  value  of  a 
wagon  which  is  kept  in  thorough  repair  is  reduced 
more  than  50  \^t  cent,  in  the  course  of  four  years. 

Another  method  of  providing  for  Depreciation  is 
to  write  off  annually  one-sixteenth  of  the  original 
"cash  value"  of  the  wagons.  If  this  method  be 
adopted  in  the  [)resent  case  it  will  be  found  that  the 
rate  of  Dejjreclation  must  be  approximately  6% 
per  cent,  per  annum  upon  the  original  value,  and  the 
following  table  shows  the  figures  corresponding  to 
those  already  mentioned,  if  this  alternative  system 
be  adopted :  — 


EXAMPLE 


Total  Charge 

"Book" 

Value  of 

Wagon  at 

close  of  year 

Datn 

Interest 

Depreciation 

to 
Revenue 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

1903 

2  18    2 

3     4   10 

630 

10  10    0 

1904 

2     I     5 

3     4   10 

5     6     3 

21  16    9 

1905 

I     3     7 

3     4  10 

4     8     5 

34     I     4 

1905 

0    4  10 

3     4   10 

398 

38  18     2 

1907 

3     4   10 

3     -1    10 

35    13     4 

1908 

.   a 

3     4  10 

3     4   10 

32     8     6 

1909 

.   . 

3     4   10 

3     4  10 

29     3     8 

&c. 

Upon  this  system  the  total  charge  to  Revenue 
does  not  in  any  year  exceed  the  amount  which  would 
have  to  be  paid  for  simple  hire ;  but  during  the  con- 
tinuance of  the  hire-purchase  agreement  the  charges 
to  Revenue  are  very  much  larger  than  afterwards, 
being  during  the  first  year  nearly  twice  what  they 
become  after  the  agreement  has  run  out.  It  will 
further  be  noticed  that  the  maximum  value  at  which 
the  wagon  aj)i)ears  in  the  tenant's  books  is 
j£^S  1 8s.  2(1.,  or  about  75  per  cent,  of  its  original 
value  when  new.  From  many  points  of  view  this  is 
a  very  much  better  method  to  adopt  than  the  pre- 
ceding, seeing  that  apparently  the  assets  are  not 
overstated  in  the  hirer's  books,  nor  are  the  charges 
to  Revenue  liable  to  serious  fluctuations;  but  even 
this  system  is  one  which  cannot  be  looked  upon  as 
bt-ing  s(j  <\irrect  as  to  leave  no  room  for  alternative 
methods. 

A  third  method  is,  during  the  continuance  of  the 
hire-purchase  agreement  to  only  write  off  Deprecia' 
tion  upon  the  instalments  debited  to  Capital.  This 
method  can  certainly  be  justified  in  theory  by  the 
argument  that  it  is  obviously  unreasonable  that  the 
tenant  should  be  expected  to  provide  in  his  own 
Profit  and  Loss  Account  against  Depreciation  of 
I)roperty  which  does  not  belong  to  him ;  and, 
although  this  view  might  be  thought  to  be  some- 
what specious,  it  is  well  worth  while  to  consitler  how 
the  various  annual  charges  to  Revenue  will  work  out 
if  this  basis  of  calculation  be  a<lopted.  It  will  be 
found  that,  in  order  to  extinguish  the  asset  entirely 
at  the  end  of  16  years,  it  will  be  necessary  to  some- 
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what  raise  the  rate  of  Depreciation  if  this  system  be 
adopted,  as  compared  with  the  6^'  per  cent,  which 
was  necessary  when  each  instalment  of  Depreciation 
was  equal.  A  simple  calculati(Mi  shows  that  lo  per 
cent,  during  the  continuance  of  the  agreement  will 
produce  approximately  the  ilesired  result. 

The  obvious  objection  to  this  method — and, 
indeed,  the  only  one  which  can  be  seriously  raised — 
is  that  the  charges  to  Revenue  increase  <luring  each 
of  the  first  three  years  (that  is  to  say,  during  the  con- 
tinuance of  the  agreement),  for,  although  the  charge 
for  interest  decreases  as  the  amount  due  to  the 
manufacturer  is  reduced,  the  charges  for  Deprecia- 
tion naturally  become  heavier  and  to  a  much  more 
largely  increasing  extent. 

In  order  to  avoid  this,  the  method  has  sometimes 
been  adopted  of  averaging  the  instalments  to 
Revenue  during  the  period  of  the  agreement,  so  that 
at  its  expiration  the  same  amount  stands  to  the  debit 
of  the  Asset  Account  as  u|)on  this  last-mentioned 
method,  but  that  the  instalments  during  the 
continuance  of  the  agreement  are  equal. 

From  many  points  of  view  it  is  thought  that  this 
last  is  really  the  most  convenient  method  to  adopt 
under  normal  circumstances;  but,  as  already  stated, 
the  question  of  apportioning  Revenue  charges  among 
the  various  years  of  the  estimated  life  of  the  asset  is 
entirely  a  matter  of  individual  discretion,  and  one 
in  which  the  greatest  latitu<le  must  be  allowed, 
provided  the  apportionment  is  made  in  good  faith. 

PROBLEM.- 


OTHER  HIRE-PURCHASE  TRANSACTIONS. 

As     has     already     been     stated,     hire-purchase 
transactions    in    connection    with     railway    wagons 
generally      run      into     very     large     figures,     thus 
emphasising  the  imiiortance  of  accurate  treatment. 
The     "  loa«ling "     of     the     cash     price     is     also 
calculated     (at     all    events     approximately)     at    -a 
definite  rate  of  interest,  which  may  reasonably  be 
regarded  as  compensation  for  the  money  lent.     In 
connection,    however,    with    the    furniture,    musical 
instrument,  l)icycle,  and  other  trades,  the  diflference 
between  the  cash  an<l  credit  prices  is  often  such  as 
to  clearly  show  that  the  "  loading  "  covers  more  than 
a  reasonable  charge  for  interest  upon  money  lent, 
the  industry  being  subject  to  other  risks,  antl  in  par- 
ticular to  bad  debts  and  to  failure  on  the  part  of 
the  hirers  to  continue  their  instalments,   in  which 
case  the  manufacturer,  at  the  best,  only  becomes  re- 
possessed of  an  asset,  which  in  this  case  has  greatly 
depreciated  in  value.     The  enormous  number  of 
transactions    involved    also    not    infrequently    pre- 
cludes the  jiossibility  of  any  very  accurate  appor- 
tionment  as  between   Capital   and   Revenue   being 
made  in  the  books  of  the  manufacturer,  and  in  such 
cases  the  following  simplified  method  will  be  found 
useful,  while  at  the  same  time  answering  all  practical 
purposes.      In    order    to    describe    this    system 
in   detail   it   has   been   thought    best    to  take    a 
particular  case,   afterwards  showing  how   the  prin- 
ciples involved  may  be  applied  to  any  given  set  of 
facts. 


-A  piano  costing  £17  ids.  is  catalogued  at  £^6,  and  may  be  purchased  by  twelve  quarterly  instal- 
ments of  £i  each,  or  it  may  be  bouj;ht  for  cash  (at  a  discount  of  20  per  cent.)  for  £28  i6s. 
Show  how  the  instalments  of  £i  per  (|uarter  may  be  correctly  apportioned  l>etween  Capital 
and  Revenue,  and  describe  how  such  transactions  may  be  conveniently  recorded  in  the 
books  of  the  manufacturer,  assuming;  that  they  are  of  frequent  occurrence. 

In  this  case,  if  the  piano  were  sold  for  cash  the  gross  p'ofit  would  be  £11  6s.,  and  this  may  be  taken  as  the  basis  upon 
which  to  proceed.  It  will  thus  be  seen  that  the  £36,  which  represents  the  aggregate  of  the  instalments,  is  made  up  as 
follows : — 


Cost 

Gross  Profit 

Interest,  &c. 


/17  10    o    or    48*6  per  cent. 
II    6    o     „     31-4        „ 
740,,     2O-0        „ 


£2,6     O     O  lOO'O 
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A  special  Day  Book  should  be  provided  for  the  record  of  hire-purchase  agreement  transactions,  through  which  each  hirer  is 
debited  with  the  aggregate  amount  of  instalments  receivable  from  him.  .\t  the  end  of  each  month  the  total  of  this  Day  Book  should 
be  posted  to  an  account  in  the  Nominal  ledger  entitled  "  Sales  on  Hire-purchase,"  and  when  the  books  are  balanced  80  per  cent 
(486  %4  3r4  %)  of  the  amount  standing  to  the  credit  of  this  Account  may  be  transfened  to  Sales  Account,  and  20  per  cent,  to 
Hire-purchase  Interest  Suspense  Account. 

It  remains  to  be  considered  how  the  amount  standing  to  the  credit  of  Hire-Purchase  Interest  Suspense  Account  should 
be  dealt  with  at  balancing.  It  may  be  mentioned  in  passing,  however,  that  as  for  convenience  sake  these  transactions  have 
to  be  dealt  with  in  totals,  it  may  be  found  that  the  percentage  of  Oross  Profit  is  not  in  alt  cases  uniform,  and  that,  therefore, 
the  80  per  cent,  already  referred  to  may  require  some  adjustment,  so  that  the  amount  to  be  transferred  to  Sales  Account  may 
represent  (as  nearly  as  can  t>e  ascertained)  the  cash  value  of  the  instruments  dealt  with  during  the  current  period. 

Assuming  for  present  purposes,  however,  that  20  per  cent,  of  the  total  is  the  proper  amount  to  credit  to  "  Hire-Purchase 
Interest  Suspense  Account."  it  will  be  found  that  this  represents  a  charge  of  somewhat  less  than  i2.§  per  cent,  per  annum  on  the 
amount  of  debts  outstanding  at  the  commencement  of  each  year,  and  upon  this  basis  the  £7  4s.  that  represents  loading  for 
interest,  &c.,  may  be  apportioned  as  follows : — 

Pint  year  ..  ..  .. 

Second  year        ..  .. 

Third  year  . .  . .  .  •  •  • 


£3 

9 

7 

2 

8 

9 

I 

5 

8 

£7 

4 

0 

483  per 

cent 

339 

tt 

17-8 

1 
t 

f 

lOO'O 

f 

Or,  in  the  form  of  a  percentage,  as  follows : — 

First  year 
Second  year 
Third  year 


Consequently,  if  all  the  transactions  were  entered  into  on  the  first  day  of  each  year,  at  the  conclusion  of  the  first  year  48  3  per 
cent,  of  the  balance  standing  to  the  credit  of  1 1  ire- Purchase  Interest  Suspense  .\ccount  might  properly  be  credited  to  Revenue  as 
interest  earned,  and  in  the  second  and  third  years  339  per  cent,  and  178  per  cent,  respectively  of  the  original  balance.  .\s  a 
matter  of  fact,  however,  transactions  of  course  take  place  throughout  the  whole  of  the  year,  and  consequently  all  the  hire-purchase 
agreements  entered  into  during,  say,  the  year  njoo  will  not  have  come  to  an  end  by  the  31st  December  1902.  Assuming  that  the 
transactions  are  usually  evenly  spread  throughout  'he  whole  twelve  months,  the  proper  credit  to  Revenue  during  the  first  year 
would  be  only  one-half  of  483  per  cent.,  or  24*15  P^r  cent. ;  during  the  second  year  the  remaining  half  of  the  48-3  per  cent,  and 
half  of  339  per  cent. ;  and  so  on.  Disregarding  fractions,  therefore,  the  proper  transfers  from  Hire-Purchase  Interest 
Suspense  .\ccount  to  the  credit  of  Revenue  might  be  taken  to  be  as  follows : — 


End  of  the  First  year 

Second  year 
Third  year 
Fourth  year 


•I 


24  per  cent. 
41 

25  .. 
10      „ 

100 


In  order  that  these  calculations  may  readily  and  correctly  be  made,  it  is  desirable  that  a  separate  Hire  Purchase  Interest 
Suspense  Account  should  be  opened  in  the  ledger  for  the  transactions  that  take  place  in  each  financial  year.  Each  such  account 
will,  therefore,  remain  open  for  four  years,  and  (assuming  the  business  has  been  established  so  long)  there  will  always  be  four  such 
accounts  open  at  the  same  time. 

The  above  calculations  are,  as  has  already  been  stated,  based  upon  the  assumption  that  20  per  cent,  of  the  aggregate  value  of 
the  instalments  represents  loading  for  interest,  &c. ;  but  the  same  principle  will  apply  whatever  the  exact  amount  of  loading 
may  be. 

So  far,  it  has  been  assumed  that  the  whole  of  the  loading  may  fairly  be  regarded  as  interest  charged  as  compensation  for 
deferred  payment ;  but,  as  has  already  been  stated,  in  industries  of  this  description  it  is  but  reasonable  to  suppose  that  some  pan 
of  the  loading  is  to  cover  other  losses.  These,  however,  for  the  sake  of  simplicity,  are  best  dealt  with  quite  independently  of  the 
apportionment  of  the  mstalments  received  as  between  Capital  and  Revenue.  As  to  the  exact  Reserve  to  be  made  for  Bad  L>ebis 
and  other  losses  arising  from  Depreciation  in  connection  with  uncompleted  contracts,  each  manufacturer  would  be  guided  largely 
by  his  own  individual  experience.  It  is  suggested,  however,  that  until  the  business  has  been  sufficiently  established  to  enable  a 
safe  opinion  to  be  formed,  a  Reserve  against  loss  should  be  created  by  debiting  Revenue  Account  and  crediting  "  Reserve  for  Bad 
Debts  and  Depreciation  .\ccount"  with,  say,  10  per  cent,  of  the  Gross  Profits  arising  from  hire-purchase  transactions.  Losses 
actually  realised  should  from  time  to  time  be  transfeired  to  the  debit  of  this  account,  and  care  should  be  taken  to  see  thai  the 
edit  balance  remaining  is  sufficiently  large  to  provide  a  reasonable  Reserve  against  all  likely  contingencies. 
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BUILDING    SOCIETY    MORTGAGES. 

The  projwr  treatment  (»t   iu«  oiints  in  respect  »>l 
Building  Society  murlgages  (ollows  closely  upon  the 
lines  already  explained  in  connection  with  the  hire- 
purchase  of  railway  wagons,  save  thai  in  some  cases 
the  interest  is  calculated  at  shorter  "  rests  "  than  is 
customary    with    the    latter    transactions.       Kvery 
Building  Society,  however,  issues  tables  showing  the 
amount    outstanding    from    time    to    time    on    the 
mortgages  which  it  takes,  and  these  will  enalde  the 
annual  balance  upon  each  Mortgage  Account  to  i>e 
readily  determined.     Such  an  account  wmiM  in  all 
respects  be  identical  with  that  shown  upon  page  239, 
save  that  the  first  item  to  the  debit  would  represent 
the  amount  of  the  original  advance,  while  the  cash 
postings  to  the  credit  of  the  account  would  be  the 
instalments   received   from   time   to   time   from   the 
borrower,  which  instalments  would  (as  a  rule)  be 
I)aid    at    more    frequent    intervals.       The    general 
principle,    however,    is    absolutely    identical    in    all 
other  respects. 

ANNUITY  AND    SINKING    FUND    SYSTEMS   OF 
DEPRECIATION. 

As   explained   in   Chapter   XX.,   one   method   of 
providing   for   Depreciation    is   to   charge    Revenue 
with  such  a  sum  as  will  at  the  exi)iration  of  the  life 
of  the  .".sset  write  off  the  original  cost  thereof,  plus 
interest  on  the  capital  from  time  to  time  invested 
therein.      The   object   of   this    method   is   to   com- 
pensate for  the  fact  that  as  the  assets  become  of 
less  value,  and  as  certain  sums  are  from  time  to  time 
set  aside  out  of  Revenue  to  comiHjnsate  for  such 
wastage,  the  Working  Capital   of  the  undertaking 
becomes  to  a  corresponding  extent  increased,  and 
the  amount  invested  in  Fixed  Assets  reduced.    This 
method — the  "Annuity"  method,  as  it  is  called— 
compensates  for  this  circumstance  by  charging  each 
successive  year  with  a  gradually  increasing  sum  as 
a  gradually  increasing  amount  of  the  undertaking's 
resources  is  released  from  Fixed  Assets  and — ^being 
placed  among  the  Floating  Assets — is  thus  available 
to  earn  profits  in  other  directions.    When  the  Sink- 


ing Fund  system  is  adopted,  and  the  Depreciation 
instalments  are  invested  outsitle  the  bu.sincss,  no 
su<*h  comi)ensation  is  requin;d,  and  (assuming  that 
the  Sinking  Fund  investments  can  be  a«cunutlated 
at  the  same  rate  of  interest)  it  would  be  sufficient 
t(^  charge  against  each  year's  profits  the  net  amount 
charged  against  the  'first  year's  i)rofits  under  the 
Aiuuiity  system. 

Referring  again  to  the  fim  forma  Ledger  Account 
given  upon  page  239, by  altering  the  heading,  this 
may  be  assumed  to  be  an  account  of  a  five  years* 
Lease  which  originally  co.st  £(^o,  and  which  it  is 
desired    to    write    off    under    the    Annuity    system, 
reckoning    interest    at   6    i>er   cent,    upon    the    half- 
yearly  balances.     The  postings  to  the  credit  side  of 
the  account  must  in  that  case  be  taken  as  rei)resent- 
ing  the  charges  for  Depre«iation,  instead  of  being 
lK»stings  from  the  Cash  Bot)k.     This  gives  a  fixed 
charge  of  £\^  is.  4d.  j^er  annum  (whi<'h  might  be 
indifferently  des<Tibed  as  "Depreciation  tif  Lease" 
or  "Rent"  charged  against  Revenue  for  the  use  by 
the    business    of   the    Leasehold    Premises);    while 
the  Interest  charges— which  amount  to  ^^^3  8s.  lod. 
in    the    first    year    and    are    gradually    reduced    to 
i2S.  3d.  in  the  fifth  year— represent  Interest  on  the 
amount   of   Capital    from   time   to   time    remaining 
sunk    in    this    asset    during    the    term    of    its    life. 
Inasmuch   as  the   ^14    is.   4^-   per  annum   is   not 
actually  paid  away,  but  accumulated  in  the  business, 
it  is  assumed  that  its  utilisation  in  this  manner  will 
pioduce  profits  compensating  the  business  for  the 
decreasing   amounts  credited   to   Revenue  Account 
in  respect  of  Interest. 

If,  however,  the  half-yearly  instalments  by  way  of 
Depreciation  were  to  be  taken  out  of  the  business, 
and  could  l>e  re-invested  elsewhere  at  6  i>er  cent.,  it 
would  be  sufficient  to  provide  Sinking  Fund  instal- 
ments of  (^7  OS.  8d.  -  £1  i6s.  =)  £s  4S.  8d.  per 
half-year,  as  this  sum,  invested  at  6  per  cent,  com- 
pound interest,  would  at  the  end  of  the  five  years 
accumulate  to  the  original  £(io.  Prima  facie,  there- 
fore, the  employment  of  a  Sinking  Fund  would 
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a[»pear  to  effect  an  economy;  but  per  contra  it 
must  be  borne  in  mind  that,  had  the  Sinking  Fund 
instalments  remained  in  the  business  as  Working 
Capital,  they  would  presumably  have  been  earning 
profits  at  least  equal  to  any  rate  of  interest  that  may 
be  earned  from  outside  investments  of  a  suitable 
character.     The  advantage  of  employing  a  Sinking 


Fund  lies  not  in  any  direct  economy  of  Revenue 
charges  that  it  may  effect,  but  in  the  assurance 
which  it  gives  that,  when  the  wasting  asset  against 
which  it  has  been  created  has  become  valueless, 
there  will  be  monies  in  hand  available  for  the 
purchase  of  another  asset  of  equal  cost. 


CHAPTER  XXII. 


FORM    OF    PUBLISHED    ACCOUNTS. 


IT  is  usual  for  all  undertakings  carrying  on 
operations  over  an  extended  period  to  balance 
their  books,  and  prepare  accounts  showing  the 
position  of  affairs  and  the  progress  made  during  the 
current  period,  at  regular  intervals.  In  the  case  of 
Partnerships,  and  other  private  ventures,  the 
partnership  articles  generally  state  when,  and  how 
often,  such  accounts  are  to  be  prepared,  it  being 
customary  to  stipulate  for  the  preparation  of  annual 
accounts,  the  financial  year  running  from  the  com- 
mencement of  the  partnership.  When,  however, 
that  date  is — for  any  particular  reason — incon- 
venient, some  other  date  may  be  substituted,  and  in 
this,  as  in  all  other,  respects  the  terms  of  the  articles 
of  partnership  may  be  modified  from  time  to  time 
with  the  consent  of  all  the  partners.  These 
periodical  accounts  are,  of  course,  prepared  solely 
for  the  information  of  the  partners,  and  consequently 
in  such  form  as  they  may  mutually  agree. 

In  the  case  of  PubHc  Companies,  the  shareholders 
may  for  many  purposes  be  regarded  as  the  [)artners 
in  the  undertaking,  while  the  Articles  of  Association, 
or  special  Act  of  Parliament  under  which  the  Com- 
pany is  incorporated,  may  be  regarded  as  analogous 
to  articles  of  partnership.  It  is  usual  for  Companies 
to  prepare  accounts  annually  for  the  puri)ose  of 
submission  to  the  proprietors  in  general  meeting 
assembled,  but  in  the  case  of  some  few  undertakings 
— as,  for  example.  Banks  and  Railway  Com- 
panies— the  accounts  are  prepared  half-yearly.  In 
other  cases  also  the  books  are  actually  balanced  half- 
yearly  for  the  information  of  directors,  although  the 
information  which  is  obtained  is  not  published.     It 


is  usual  for  the  annual,  or  other,  accounts  of  the 
Company  to  be  printed  and  circulated  among  the 
shareholders,  although  in  the  case  of  Companies 
registered  under  the  Companies  Acts  there  is  no 
statutory  proNision  to  this  effect,  and  the  matter  is 
accordingly  regulated  by  the  Articles  of  Association 
of  each  individual  Company.  The  Articles  also  to 
some  e.xtent  determine  the  amount  of  information 
that  shall  l)e  given  in  the  published  accounts, 
although  this  is  a  matter  that  is  in  all  cases  very 
largely  within  the  discretion  of  the  directors,  who, 
within  very  wide  limits,  have  power  to  determine  the 
form  that  the  accounts  shall  take. 

This  question  of  form  is  one  upon  which  it  would 
be  difficult  to  lay  down  any  hard  and  fast  rules  of 
universal  applic'ation.  The  varying  circumstances 
determining  the  ixjsition  of  different  undertakings 
renders  the  adoption  of  any  stereoty|>ed  form 
practically  imi)ossible,  although  concerns  carrying 
on  similar  classes  of  business  might,  as  a  rule,  have 
their  accounts  framed  uyton  very  much  the  same 
lines.  Opinions,  however,  vary  greatly  as  to  the 
amount  of  information  which  it  is  desirable  to 
publicly  disclose,  and  the  precise  form  that  that 
information  should  take,  with  the  result  that  in 
practice  the  published  accounts  of  almost  every 
concern  present  some  points  of  difference.  Doubt- 
less some  nearer  approach  to  uniformity  would  from 
most  jxjints  of  view  be  desirable,  and  in  the  case  of 
clearly  defined  industries  would  be  by  no  means 
impracticable,  as  is  shown  by  the  fact  that  Railways, 
Gas  Companies,  Life  Assurance  Companies,  Build- 
ing Societies,  and  certain  other  undertakings  are 
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required  to  publish  their  accounts  in  the  form  pre- 
scribed by  the  Legislature,  and  are  enabled  to 
adhere  very  closely  to  that  form  without  incon- 
venience. But  until  something  more  nearly 
approaching  uniformity  is  reached,  it  is  thought  that 
little  would  be  gained  in  the  present  work  by 
dogmatising  upon  the  question  as  to  the  best  form 
of  accounts  for  different  classes  of  representative 
undertakings.  It  has,  on  the  other  hand,  been 
thought  that  a  collection  of  a  number  of  representa- 
tive published  accounts  will  prove  at  once  more 
interesting  and  more  instructive.  Such  a  collection 
has  accordingly  been  appended  at  the  close  of  this 
chapter.  Some  of  the  accounts  have  been  selected 
on  account  of  the  excellence  of  their  form,  some  for 
the  opiKJsite  reason,  and  others  on  account  of 
special  circumstances  which  render  it  probable  that 
their  careful  study  may  be  found  of  value.  The 
accounts  have  accordingly  been   given     in   their 


published  form  without  any  alterations  whatever, 
and  the  published  certificates  and  reports  of  the 
Auditors  have  been  appended.  The  names  of  the 
Auditors  have  been  added,  with  a  view  to  showing 
the  practice  of  certain  firms  as  to  the  wording  of 
their  Certificates  and  Reports.  It  must  not,  however, 
be  supposed  that  in  this  respect  the  information 
afforded  can  be  regarded  as  anything  like  com- 
plete, and  in  particular  it  must  be  borne  in 
mind  that  the  responsibility  for  the  form  in  which 
the  accounts  of  a  Company  are  published  rests 
primarily  with  the  directors,  rather  than  with  the 
Auditors.  It  does  not  therefore  necessarilv  follow 
that  the  forms  reproduced  are  regarded  by  the 
respective  firms  of  Auditors  as  being,  in  their 
opinion,  the  most  suitable  that  might  have  been 
designed  to  meet  the  circumstances  of  that 
particular  case. 
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ADVANCED    ACCOUNTING. 


The   balance   SHEET  of   Messrs. 


FUKNESS,   WITHY  &  COMPANY,  LTD.,  West  Hartlepool. 
30th  April  1901. 


Capital  and  Liabilities. 

Slurc  Capital  - 
Total  Authorised  Issue : 

30,000    i%    Preference    Shares 

(<i  £10  each 
7,iKK}  Ordinary  Shares  i"   £ioo 
each 


The  whoU    lit   which   have  "been 
issue«l  anil  fully  paid 
4*%  IVbeniurus  

Creditors — 
On  open  accounts  at  Head  Office, 

Shipyard  and  Branch  Offices  . . 
On  Bills  payable  for  new  Sleani- 

vrs,  EuKtues,  &c. 

A  till  Amounts  receive«l  on  account 
of  Steamers,  less  payments  to 
Builders 

Reserve  Fund  for  Depreciation,  &c. 

Insurance  Funil  

I'rofit  and  Loss  Balance  as  per  last 

.\ccounl 

Le^i — Dividend  paid 
i6th  July  1900,  at 
10%   on    £700,000  70,000    o    o 
Less     Transfer     to 
Insurance  Fund..    50,000    o    o 


£ 

s 

d 

3Oo,0t>r» 

0 

0 

700,000 

0 

0 

£  1 ,000,000 

0 

0 

l,ooo,tioo     o    o 
380,600    o    o 


82,441  14  II 
499,836    I)     4 


Property  and  Assets. 

Steatnshii>s.    FreehoMs,     Lease- 
holds,    Building's.    Dry    D<x;V. 
Machinery.    Plant,  Stocks  and 
Work  in  progress  at  Shipyard 
Investments — 
In    Government    and    Railway 
Securities,    Banks    an«l     In- 
dustrial Compani<-s 
In    Steainshi|>s    and    St>ippinK 

Companies        

Sundry  Debtors— 
On  Oi>en  Accounts  and  Steam- 
ers' uncompleted  voyages    . . 
Cash  and  Bills- 
Bank  De|x)sits.  Loans  at  Inter- 
est, Cash  in  hand  and  Bills 
ReceivabK-  (undiscounted)  at 
Banks,     Head     Oftice     and 
Branches  


£       s    d 


i34,ao3    5    9 


120,000    o    o 


79J..VJ«   "J    o 
600,000    o    o 

75,000    c    o 


.-1  if  if  Profit  this  year  as  |)er  account 


Less — Written  oft  to 

Reserve  Fund  150.000    o    o 
Lws— Written  off  to 

Insurance  Fund  25,000    o    o 


14.803    5    9 
263,979  12    5 


278,782  18  2 


175,000  O  O 


103,782  18  2 


£2,952,774  17  2 


Profit  and  Loss  Account  for  Twelve  Months  ending  April  joth  i.joi. 


To  Directors'  Fees , 

,    Income  Tax  | 

,    Interest    on     Debentures    and  ] 
Preference  Shares      . .         . .  ' 
,    Balance  carried  down    . . 


Propostd  Appropriation. 

To  Reserve  F'und — 

For  Depreciation,  &c. 

,    Insurance  Fund 

,    Dividend — 

At  10%  on  £700,000     . . 

,    Balance  carried  forward  to  next 
year's  Account 


£     s  d 

5,600    o  o 

7.583  18  4 

30,565  to  9 

363,979  12  5 


£307,729    I    6 


1 50,000  o  o 

25,000  o  o 

70,000  o  o 

33.782  18  a 


By  Profits— 

On  Steamers  VoyaRts,  Purchase 
and  Sale  of  Steamers,  Ship 
building  Yard,    Head  Office 

and  Branches   

,    Dividends  on  Investments      .. 

,    Government  Subsidy  for  Postal 

Services 


By  Balance  brought  forward  froui 

1900 

L«s— Transfer  to  Insurance 


£27*,782  18    2 


Fund 


64.803    S    9 
50,000    o   o 


Balance  brouKhl  down,  beinj; 
profit  for  th^e  year 


£  »    d 

838.879  8    7 

1.236,193  «»    8 

270,196  9    8 

182,898  6    t 

434.601  14     3 


£2,932.774  «7    * 


184,658  II  6 

"8,934  '9  5 

4.'35  'o  7 

£307.729     «  6 


14,803    5    9 
263,979  «2    5 

£378,782   18     2 


West  Hakti-epooi., 
July  igth  1901 


CHRISTOPHER  FURNESS,  Chairman. 
HENRY   WITHY,  | 

R.  W.  VICK,  [ 

STEPHEN  W.  FURNESS,  (  ^»'^"''"'*- 

F.  W.  LEWIS, 


/ 


In  accordance  with  the  provisions  of  the  Companies  Actiyoo.  we 
certify  that  all  our  requirements  as  Auditors  have  been  com- 

We  K  a^Iidited  the  books  and  accounts  of  F"™«»-.;j;V'»Kf„f;^' 
Ltd  .  kept  at  the  Head  Office  and  Branches  in  the  United 
Kingdom,  for  the  year  ended  30th  April  1901,  in  which  are 
incorporated  the  Statements  for  the  same  i^encxl  relating  to 
the  American  and  Canadian  Branches  as  certified  by  local 

We  ceru"v  that,  subject  to  the  valuations  of  Stocks  and  Invest- 
ments, the  above  Balance  Sheet  is,  in  our  opinion  properly 
drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  ot 
the  Company's  aflairs  as  shown  by  the  books  of  the  Company. 
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LEVINSTEIN      LIMITED. 

BALANCE     SHEET     (Abridged).     30th    June     1901. 


Capital  and  Liabilities.  /*      s    d 

Nominal  Capital         90,000   o   o 

Subscribed  Capital,  £9o,roo.  ~~"^"^~~" 

6  per  Cent.  Cumulative  Preference  Shares 
of  £10  each  : — 

2,coo  Shares,  issued  as  fully  pai«l       . .      20,000    o    o 
i,ouo  Shares,  fully  paid..         ,.         ..       lo.otxi    o    u 

3,000  Shares         30,000    o    o 

Ordinary  Shares  of  £10  each,  fully  ^laid  :— 
6,(xio  Shares,   of  which  5..i30  Shares 
were  issued  as  £7  los.  per  Share  paid       60,000    o    o 

^  p«r  Cent.  First  Mortgage  Debenture 
Stock 70,000   o   o 

Add  Interest  accrued  thereon  to  date 
(less  Income  Tax) 1.489  13    9 

S  per  Cent.  Mortgage  Debenture  Stock 

(authorised  issue  £5o,rrK))        ..         ..       30,000    o    o 
Add  Interest  accrued  thereon  to  date 
(less  Income  Tax)       709    7    6 

The  balance  of  £20.000  5  per  Cent. 
Debenture  Stock  unissued  is  re- 
served to  the  Bank  as  security  for 
an  overdraft  up  to  £15,000  os.  od. 

Sundry  Creditors  (less  Discount)  ..  10.115  13  u 

Reserve  for  Outstandint;  Liabilities..  782.   6    6 

Liability  on  Bills  Discounted,  nut 
matured 4.3-9  15  10 

Amount  owinj,'  to  Bankers       

Reserve  Fund 

Interest  on   Investments    held   by   the 
Trustees  for  the  4A  |»er  Cent.  Deben- 
ture Stockholders : — 
Amount  at  30th  June  1900                   ..  600    i  it 

Add  Further  Interest  received  bj  the 
Trustees  to  date  379    i    4 


s    d 


10.898 


3.C49  18 
3.000    o 


979 


90,000    o 


71,489  13    9 


30,709    7    6 


£210,126  3    7 


Propel ty  and  other  Assets,  &c. 

Freehold  Lands,  Water  Rights,  Reser- 
voirs, Buildings,  Machinery  and 
Plant,  and  Office  Furniture:— 

Amount  at  30th  June  1900 
Less  Depreciation  ot  Buildings,  Plant 
and  Machinery,  and  Furniture 


Add  Outlay  during  the  year    . . 

Stock  of  Raw  Materials  and  Colours  on 
hand,  and  on  Consignment,  and 
Stores,  Ac,  per  Certified  Stock  Sheets 

Sundry  Debtors,lcss  Reserve  for  Discount 
and  Doubtful  Debts       

Cash  in  hand  anb  at  Foreign  Bankers 
Rates  and  insurances  paid  in  ativance 
Trustees  for  the  4^  per  Cent.  Debenture 
Stockholders  :— 

Investments  at  cost  and  Cash  held  by 

them 

Goodwill  (Original  Amount.  £7,084  3s.  5J.) 
Suspense  Account,  being  Law  Costs  and 
l-^xi>eiises    in    Test    Cases    under    the 
Patent  Acts: — 

Amount  at  30th  June  1900 
Deduct  Amount  now  written  ofi 

Patents  and  Library  Account  :— 

Amount  at  30th  June  1900 

Add  Total  ex{>enditure  since  that  date 

Expenses  of  Issue  of  5  per  Cent.  Deben- 
ture Stock  :— 

Amount  at  30th  June  1900 
Balance  of  Claim  and  Costs  in  |ohn  Camp- 
bell &  Co.'s  Action  against  the  Company, 
Amount  at  30th  June  1900 
Add    Balance   of   Debt    and    Costs, 
since  paid  


Less  Amount  now  written  off  . . 

Profit  and  Loss  Account:— 

balance  brought  forward  frcm  30th  June 
1900,  i>cr  Directors'  Rejwrt  £647    9    i 
Add    Profit     for    the    year 
ended  30  June  1901  . .  4,056  16    4 

Less  Interest  on  E>ebenture  Stocks 


Deduct  Interim  Dividend  on  Preference 
Shares  paid  for  the  half-year  ended 
31st     December    igeo    (less    Income 

Tax)        £855    o    o 

Amount  written  off  John 

Campbell    &  Co.'s 

Action   Account 


100    o    o 


Balance  at  debit 


£    s  d 

105.742    2    6 

3,787    4  lO 

101.954  17    8 
4.104  17    5 


902 
165 

16 

3 
8 

932 
563 

II 
9 

4 
9 

683  12  8 

347  8  8 

I.031  I  4 

100  o  o 


4.704    5    5 
4.407  16    3 

296    9    2 


955    o    o 


s    d 


106,059  15     I 


64.569    3  * 

18,385    8  3 

262    I  o 

98 14  I 


10,579    3    3 
5,000    o    o 


736    5    7 


1,496    I     I 


1,350    o    o 


931     I 


658 

10 

10 

£2 

10,126 

3 

7 

We  certify  that  all  our  re<|uircint'nts  as  Auditors  have  been  couiplied  with,  and  we  report  to  the  Sliarehuldets  that  we  have  examined  the  Books 
Accounts,  and  Vouchers  of  the  Company  for  the  year  ending  30th  June  1901,  and  certify  to  the  correctness  thereof,  and  that,  subject  to  the  Stock 
being  ol  the  value  stated,  the  foregoing  Balance  Sheet  is.  in  our  opinion,  proixirly  drawn  up  so  as  to  exhibit  a  true  and  corrc-ct  view  of  the  state  of  the 
Company's  affairs  as  shown  by  the  Books  of  the  Company. 

Manchestek,  litk  August  1901.  ASH  WORTH,  MOSLEY  &  Co.,  Chaktered  Accountants,  Auditors. 
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ADVANCED     ACCOUNTINQ. 


LONDON     AND    ST.     KATHARINE     DOCKS    COMPANY. 

I>r  I.— RECEIPTS  AND  HXI»ENDITIIRE  for  the  Half-Year  ending  jist  Decemljer  iSjy. 


To  Salaries 

»    Manaijcnient,    including    Directors 

Fees 

m    Income  Tax       

,    Superannuation  Allowances 

.    Law  Charnes 

„    Losses,  Allowances,  anil  Incidental 
Expenses 


Interest  on  Del>enturcs  and  Loans 
Ditto         Delx-'nture  Slock 

Dividend  on  4§  percent.  Preferential 
Stock 

Dividend  on  New  4?,  per  cent.  Pre- 
ference Stock  (Act"i878)    . . 

Dividend  on  New  4i\  per  cent.  Pre- 
ference Stock  (Act  1882)    . . 


Balance  carried  to  Prolit  and  Loss 


3tst  Dec,  IS'Xi 

£  s  d 

1,19 J  I  T 

J,0!tS  7  I 

2,6;U  II  •> 

136  m  s 

1,768  3  3 


£  s 
500  17 

d 

91 

1-5.37     2 

2.3'^4     ') 
2.^6.1  II 

9 

2 

8 

i<)  10 

3 

7«     3 

4 

8,650  7  3 

5,'J17  111  4 

yj,',24  3  1 

9,430  U  0 

13,500  0  0 

13,500    0  0 

llOyU-i  U  X 

61,760  14  II 


7.053  '4  ti 

5,187  o    6 

60,334  19     I 

9,450  o    o 

13,500  o    o 

I3,5')0  o    o 


iO().oi5  14    6 
51,879    4    o 


£162,303    4    7  ,  £160.894  18    6 


By  Proportion  of  Profits  front  t'le 
London  and  India  Docks  Joint 
Committee,  per  Accounts 

«     Rents  of  Premises 

«  Interest  on  advance  to  joint  Com 
mi*tee  on  account  of  Suiidr> 
Works         

,     Interest  from  Bankers,  Sc. 

,  Adjustment  of  Local  Rates  to  end 
of  1896  repaid  by  Joint  Cuin- 
mittee         


3  hi  Dei.  I  91. 

£      -     <l 


l>i;.si>s    7    I 
:3'i  li   I 


IHI     i    3 


Cr. 


£         s    d 


153.055    4    6 
3«9  «3    « 


6.jti     4     t 
Hi    7    6 


( 

I. "5    »    9 

£/&?;*  AT*    4    7 

£i6o,8<;4  18    6 

■ 

Dr. 


2.— PROFIT  AND  LOSS. 


Cr. 


To  Dividend  30th  June  1897 
.    Balance 


£        8       d 

71.95M  M     4 
79.931     9    4 


£151,890    3    8 


By  Balance  from  30th  June  i8i»7 

.         ,  ,      Kecripts  and  Ex i>enditure  Account. , 


ii^.oio  19    8 
51,879    4    o 


£151,890     3    8 


Dr. 


To  Cost  of  Docks,  Warehouses,  Land,  Premises,  and 


Works 


CAPITAL. 


Cr. 


£  10,919,408    5     I 


By  Capital  Stork 

,  4  per  cent.  DeU  iiture  Stock 
,  4*  |>er  cent.  Preferential  Stock 
,    New  4^  per  cent.  Preference  Stock 

(.\ct  1878) 

,   New  4.J  }>er  cent.  Preference  Stock 
(Act  1882) 


Deb«iuurts 

Realised  Property  Account 
Premiuui  on  issue  of  Stock 


£5.756.697    5  to 

3.016,218  18    I 

420,000    o    o 


I   d 


6uo,ooo 
600,000 


o    o 


o    o 


10.392,946 

396.517 
62,061 


3  i« 
I  II 

5    8 


67.883  13    7 


£    10.919.408    5    I 


Dr. 


4.— RESERVE  FUND. 


Cr. 


To  Advance  to  Joint  Committee  on  .\ccouiit  of  New 

Entrance,  West  India  Dock 

«     Ditto        New  Shed.  Royal  Allnrt  Dock 

»    Ditto        Frozen  Meat  Store,  West  Sniithtield 

,     Ditto         New  Cold  Air  Store,  W.  India  Dock 

«     Ditto        Victoria  Gravinn  Dock 

V     Balance,  bein^  Debentures  Redeemed 


169.175  19  7 
14.562  12  I 
70,156  16  o 
10,022  15  10 
26.652  9  o 
39.972  17    3 


£330.543    9    9 


By  Balance  from  30th  June  1897 
,     Preuiium  on  Issue  of  Stock 


£         8    d 

323.033    6  II 
7,510    a  10 


£330,543    9    9 


Dr. 


5.  -  ASSETS  AND  TJ  ABILITIES. 


Cr. 


To  OutstandinK  Rental,  &c , 

«   The  London  and  India  Docks  Joint  Committee       ..    | 

«    Bankers'  Balances ' 

»   Cash  in  Hand  

«    DciHjsit  at  Bankers 

.    Debentures  Redeeme  i 


£     s 

6,Olj2     0 

151,615  0 
2,057  18 

IiO     0 

13,000   0 

33.369    4 

d 
0 

3 
I 
0 
0 

8 

£206,234    2 

11 

By  Unclaimed  Dividends 

,   Unpaid   Interest  on   Debentures    and    Preference 

Slocks         

,   Properties  Purchased  and  not  conveyed 

,    Unpaid  Accounts 

.   Balance  of  Profit  and  Loss         


£      s 
19,162  16 

d 

8 

97.880  0 
655  10 

8.604    6 

9 

0 

2 

79.931    9 

4 

£206,234    a 

II 

Examined  with  the  Books  of  the  London  and  St.  Katharine  Docks  Company,  and  found  correct. 


Dock  IIutsK,  109  Leauenhall  Street, 
January  1898. 


SAMUEL  PETO, 
A.  M.  BETHUNE, 


r 


A  udttors. 
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THE     NEW     ZEALAND     MIDLAND     RAILWAY    COMPANY,     LIMITED. 


Dr. 


BALANCE    SHEET,   30th    June    1S95. 


Cr. 


To  Capitai. — 

Aulhtoisril  — 
50.000  Sliaresol  £ioc:ach 


£         s    d        £ 
500,000    o    o 


s    d 


hxued— 
35,000  Shares  of  £10  each,  fully  called  up.    250,000    o    o 


Dfiiucl  Arrears  of  Calls 
To  FivK  PKR  Cknt.  First  Mortoaof.  Df- 

BFNTI RFS         

Bonds  forfeited  


575 

0    0 

745.000 
1,200 

0    0 
0    0 

To  Sundry  Rkcripts  and  Land  karned, 
as  per  last  account.  30th  June  1894 
/I  rfi/— Receipts  for  the  year  ending  the  30th 

June  1895:— 
Increas«'d  value  of  Land  soUi  £1.026  17 
Land  MortKaKe  Interest      ..      7.288  18 
Land  Rents 1.830  14 


Coal  Royalty 

Timl>er  Royalty 
•Traffic  Receipts 
up  to  25th  May 

,  '*55    . .     ,  . . .    £13.567  o  I 
Lea     Working 

Expenses     . .       10,310  8  7 


875     I 
1,385    2 


Transfer  and  other  Fees 


To  LiARii.iTV  (IN  Contracts 

FOR  CONSTRl  CTION 


Notk.— In  addition  to  the  above  £743,800 
of  Debentures,  an  issue  of  £80.000  (part  of 
£100.0001  has  been  made  as  collateral 
security. 

♦  The  Railway  was  seized  by  the  New 
Zealand  Government  on  the  25th  May  1895. 


249,425    o    o 


743,800    o    o 


To  Crkditors— 

Sundry  Accounts        4.223  14     i 

National  Bank  of  New  Zealand.  Limited, 

Overdrawn  Account  735  17    9 

Loans  secure<i   by   Mortgaees  on   Land, 

inclndinK  £20,000  Loan  from  National 

Bank  of  New  Zealand,  Limited  . .  79.300    6    8 

Debenture  Interest  accrued  to  30th  June 

1895.  including  £562  los.  on  Bonds  held 

per  contra 26,342  18 


iio,6o2  16  10 


427,604  10    I 


3,256  II    6 

250 

15,665  It     8 

£158  15    0 

443.270    I    9 


£1.547.097  18    7 


Bv  Cash— 

At  B.iiikers  and  in  hand  (London; 

Do.  do.        (New  Zealand)  . 

r.v  Cash  for  Intfrkst,  in  hands  ot  the 
Trustees  for  the  5  per  cent.  First 
Mortgafie  Debenture  Hohlers    . . 

P.v  Dfbtors- 

For  Land  sold  (secured  by  Mortnage  and 
Aureements  to  Mortgage)  of  which 
£117,980  13s.  3d.  have  been  ple<lKed  to 
secure  loans,  see  per  contra 

Sundry  Accounts        


£       s 

si'^s   3 

42   3 


£         s    d 

5.227    7    4 

99  13    3 


118,915  II 
3546    2 


122,461  13    6 


r.v  Investments — 

£15.900  New  Zealand  Midland  Railway 
Company.  Lim..  Five  |)er  Cent.  First 
Mortnage  Debentures,  of  which  £10,000 
have  lieen  given  as  additional  security 
for  part  of  "  Loans  secured  by  Mort- 
gages on  Land,"  see  per  contra 

ICO  £10  Shares  of  the  Black  Ball  Coal 
Mining  Company  of  New  Zealand, 
Limited,  fully  paid 

15v  Office  Furniture,  less  Depreciation. . 

llv  Land,  selected  in  New  Zealand,  por- 
tions of  which  have  been  sold,  but 
definite  particulars  have  not  been 
received  from  New  Zealand,  at  Con- 
tract valuation,  of  which  £36,882  have 
been  pledged  to  secure  Loans,  see  per 
contra  

By  New  Zealand  Government,  for  Land 
earned  bu:  not  selected,  at  Contract 
valuation 

By  Stock  ok  Timber,  less  Depreciation   . . 

Bv  Timber  Drying  Sheds,  less  Deprecia- 


14.131    8    7 


1,000    o    o 


15.131    8    7 
540    4    o 


tion 


Stores  on  hand 


£16,381    o    2 


By  Working  Railway 

on  25th  May  1895 

Bv  SuMDRV  Expenditure — 

As  per  last  Account,  30th  June  1894    . .  1,273,546  15 

Add — Expenditure  for  the  year  ending 
30th June  1895  :  — 

Cost  of  Construction,  Roll- 
ing Stock,  Surveys,  En- 
gineering Fees,  Compen- 
sation, &c.,  including 
£9,838  OS.  2d.  arbitration 
fees  and  expenses 

Directors*  Fees  for  three 
months  to  30th  Sep- 
tember 1894 

Trustees'  Fees  (Debenture) 

Law  Charges 

Salaries,  Rent,  and  other 
Current  Ex|>enses 

Rates  and  Taxes  (New 
Zealand) 

Debenture  Interest 

Debenture  Interest  to  be 
funded       

LantI  Grant  Ex|ienses 

Further  Expenses  in  con- 
nection with  Timber 
Trade,  less  Sales 


53.289    I    3 

11,704  16  10 
76  17    5 

122    II      2 
129     7     I 


II 


437  10    0 
300    0    0 
293    5  10 

5.303    9    9 

1,838    I  10 
10,847     I     8 

26,342  18    4 
2,489    4     5 

535  10    3 

64,768    2 

3 

—  1.338,314  IS 

£1,547,097  iS     7 

We  have  compared  the  above  Balance  Sheet  with  the  Books,  Accounts,  anil  Vouchers  in  London  and  the  Accounts  sif(ned  by  the  Local  .Auditors  in 
New  Zealand,  and  fimt  the  same  to  agree  therewith.     We  are  unable  to  verijy  the  value  0/  the  Debts,  Investments  and  Land. 


London,  2zrd  December  1896. 


COOPER  BROTHERS  &  CO.,         l    j„j.,„„ 
Chartered  Accountants,   )    ■*««<»«o«- 
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ADVANCED    ACCOUNTING. 


JEREMIAH     ROTHERHAM     &    Co.,    Limited. 

BALANCE     SHEET,     15th     January     1902. 


Li.ibilities. 

£       s    d  £        s    d 

Share  Capital — 
A  tithorised  and  IssueJ : 

200,000  Preference  Shares  of  £1  each 

fully  pai<l         200,000    o    o 

300,000  Ordinary  Shares  of  £1  each 
fully  paid  300,000    o    o 

500,000    o    o 

Mortgage  Debenture  Stock 200,000    o    o 

Bills  Payable 4.613    6     i 

Trade  Liabilities       33.392    «    » 

/,<ss— Discount  2*  per  cent 834  16    n 

32.557    4    8 

Deposits  i».37<>  »9    4 

Sundry  Liabilities  due  or  accrued  8,71419    a 

Dividend  Warrants.  &c.,  not  presente«l        24  16    8 

Reserve  for  Contint-encies  on  liook  Debts  3.5f«    o    o 

Capital  Reserve  Account 18,681     6    7 

General  Reserve  Account 17,000    o    o 

39.»8i    6    7 

Profit  and  Loss  Account- 
Balance    brought    forward    from    last 

year  7.937  '5     2 

i4r;i/— Profits  for  the  year  ending  15th 
January  1902,  as  jier  annexed 
account 34.582    9    3 

42,520    4    5 
Z)«if«f/- Interim  Dividend^  paid  31st 
August  1901 ,  viz. : 
Preference   Shares  at  5% 

per  annum  . .    £5.000 

Ordinary  Shares  at  7%  per 

annum      10,500 

15.500    o    o 

27,020    4    5 

£830,488  16  II 


Assets. 

£         s    d 

Freehold  and  Leasehold  Premises  and  Goodwill- 
Amount  at  15th  January  1901       270,48413    6 

A<l<led  during  the  year—     - 
Outlay  on  New  Buildings  and  Fixtures  on  Freehold 
and  Leasehold  Sites,  less  Depreciation  on  Lease- 
holds          63,087  10    8 

333.572    4  2 

Fixtures  and  Fittings  (Original  Buildings) 10,285    3  7 

Moveable  Plant,  Furniture,  ^lor>^e-.  Vans,  &c 4,14618  5 

Stock  at  Cost  or  Valuation 178.592  '4  2 

Hook  Debts  257,293  1 1     i 

/-rss  -  Discount  2^  per  cent 6432    6    9 

250,861    4  4 

Sundry  l^btors.  including  Advances  on  Security         ..         10,14712    6 

Fire  Insurance,  &c.,  paid  in  advance  820    o    7 

Bills  Receivable,  in  hand         4.548    911 

Cash  at  Bankers  ami  in  hanil — 

On  Deposit  Account 200.000    o    o 

On  Current  Accounts  and  in  hand  i7.5'4    9    3 


37.5M    9    3 


£830,488  16  it 


Dr. 


PROFIT    AND    LOSS     ACCOITNT.    Year    ending    15th    January    1902. 


Cr. 


Interest  on  Del>enture  Stock    . . 
I)irectors',  Trustees',  and  Auditors'  Fees 

Income  Tax  

Balance,  carried  to  Balance  Sheet     . . 


£ 

s 

d 

7.729 

9 

II 

2,220 

0 

0 

211 

15 

7 

34.582 

9 

3 

£44.743 

«4 

9 

Profit  on  Trailing  for  the  Year,  after  provitling  fur  bad 
and  doubtful  Debts  and  deducting  Depreciation  on 
Leas»'h«>lds,  l-'ixtures  and  Mijve:il>le  I'lant 

Transfer  Fees 


s    d 


44.633 
no 


£44.743  '4    9 


HERBERT    H.    PIGGIN.    Secretary. 


FREDERICK    SNOWDEN,  ) 
ROBERT    DUMMETT,  » 


Directors. 


AUDITORS      REPORT. 
To  the  Shareholde's  0/ JEKEUIAH  ROTHERHAM   &    CO.,    LIMITED. 

We  certify  that  we  have  examined  the  foregoing  Balance  Sheet  and  Profit  and  Loss  Account,  with  the  Company's  Bciks,  and  that  they  are  in 
accordance  therewiib.  The  Cash  and  Bills  on  hand  and  the  Bank  Balance*  and  Book  Debts  have  In^^en  veiihed  by  us.  an.l  the  Slocks  of  Goods  on 
hand  have  been  valued  and  certified  by  the  Managers  of  each  Department. 

We  also  report  that  in  our  opinion  the  above  Balance  Sheet  is  proi*rly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the 
Company's  aflairs  as  shown  by  the  Bo^.ks  of  the  Company,  and  we  certify  that  all  our  requirements  as  Auditors  have  been  complied  with. 


99  Cheahside,  London,  E.C. 
I4(A  February  1902. 


VINEY,  PRICE  &  GOODYEAR. 

Chattered  Acttmntants. 


FORM    OF    PUBLISHED   ACCOUNTS. 
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Dr. 


THE    WHITE     FEATHER     MAIN     REEFS,     LIMITED. 


BALANCE    SHEET,    31st    January    1899. 


Cr. 


To  Bhar*  Capital— 
AuthorlMd  — 

ifio.onr)  Shares  of  £1  each 


iMued— 

140,300  Shares  of  £1  each,  with  iSs. 
jK  r  Share,  cre<lite<l  as  pai<l 

thereon  

Assessment  of  2s.  per  Share 
on  140,300  Shares,  all  called 
up,  making  fully  paid 
7  Signatories  Shares  of  £1  each 


£     8   d 

ifiO.OfO     o    o 


126,270   o  o 


£     s  d 


140,307  Total  Shares  issued  . . 


Less  Calls  in  Arrear 

M  Bundry  Creditora  . . 

„  UnclRlmed  Dividends— London 

„  Profit  and  Lou  Account;— 

Frotit  from  4th  February  1898.  to  31st 
January  1899,  as  {M-r  Account 
iMucI—  £      s    d 

No.    1    Dividend    is. 

per  Share. .         . .  7,015    7   o 
No.  2  Dividend  6d. 
per  Share. .        . .  3,507  13   6 


14,030 

7 

0 
0 

0 
0 

140,307 

0 

0 

6 

13 

0 

1.690 
86 

8 
10 

2 
0 

140.300   7  o 


1,776  18  2 


17.759  10   I 


10.523   o  6 


7,236  9  7 


£    s    d 
By  Property— 

Purchase  Price  of  four 
Mining  Leases  (48  .\cres) 
situate  at  Kanowna,West- 
ern  Australia,  including 
all  Developments,  Ore  at 
Grass  and  Tailings  on 
Dump  

„  Plant  and  Machinery— 

Wiiidiiig,  I'liiniiiiit!  Hngine, 
Boiler  and  20-Stamp  Batt- 
ery, complete,  &c. 

„  Buildings        

NOTE. — The  above  pro- 
perty was  bought  from 
the  White  Feather  Main 
Reef  Gold  Mining  Coni- 
l)any,  Limited,  under  Re- 
construction .\greement 
of  the  7th  February  1898, 
and  satisficnl  by  the  issue 
of  140,300  Shares  of  £1 
each,  credited  with  i8s. 
j>er  Share  as  paid  thereon, 
and  by  the  payment  of 
£7.254  t5s.  4<L  in  cash. 

„  Capita!  Expenditure  from 
4  th    February  1898    to  31st 
January  1899 — 

On  Developments  at  Mine    4,449    6  10 
»    Plant  and  Machinery, 
including  Cyanide 

Plant 

«  Buildings  &  Furniture 


s  d 


126,110  17  9 


6,808  18  6 
604  19   I 

133.524  15  4 


Z)«(/»c/— Depreciation  of  10% 
Plant  &  Machinery, 

£8,955    5  11=  £895  10    7 
Buildings,  &c.  1,315  18   8=     131  n  10 

£10.271    4    7 


2,146 
710 

7 
19 

5 
7 

7.306 
140,831 

n 
9 

2 

£i49.3«3  14  9 


„  Sundry   Debtors  and   Pay- 
ments in  a.lvauce  .. 

„  Gold  in  Transit- 
Front  Kanowna  to  London 

„  Cash— 

At    Commercial     Bank    of 
Scotland,  Lim. — 
Current  Account 
Dividend  Account 
In  hand         


1.027  2  5 


6,115  '9  ~ 


139,804    6 
487  13 


2,8l2   19 

86  10 

6    6 


2,905  15   5 


-       9t02i  14    7 
£149,313  14    9 


AUDITORS'     REPORT. 

We  have  examined  the  foregoing  Balance  Sheet,  with  the  Books  and  Vouchers  in  Lon«lon  an<l  with  the  Accounts  received  from  Australia,  and 
subject  to  the  pro<liiction  of  the  Vouchers  for  the  Colonial  Dividends,  it  is,  in  our  opinion,  a  full  and  fair  Balance  Sheet,  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  state  ot  the  Company's  aitairs.  1  he  arrange  ments  for  Transfer  of  tl.e  Property  from  the  Li<|uidators  into  the 
Name  of  the  Com|tany  are  now  in  progress  but  have  not  yet  been  completed. 


London,  June  yd  1899. 


WOODTHORPE.    BEVAN    &    CO.,    Auditors. 
Chartered  Accountants. 
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ADVANCED    ACCOUNTING. 


THE    WHITE     FEATHER     MAIN     REEFS,     LIMITED. 


Dr. 


PROFIT  AND  LOSS  ACCOUNT  from  4th  February-  1898  (the  date  of  the  Incorporation  of  the 

Company)  to  31st  January  iSgg. 


Cr. 


To  General  Exp«BM»— 

London— 

Directors'    Rrmuneration,     including 

|)ercentage  on  Profits.. 
Office   Expenses, — Kent,  and    Secre- 


1,587  19    4 


tarial  Fee          . .         . . 

373 
123 

12 
16 

6 
3 

Printing  and  Stationery 

■  •                •  • 

Cables,  Telegrams,  and  Postages 

I20 

2 

I 

Advertising 

*  .                •  • 

60 

6 

6 

Audit  Fees 

•   a                      •  • 

52 

10 

0 

Law  Costs 

•    •                       •    • 

66 

10 

0 

Subscription    to    "  West 
Chamber  of  Mines"  .. 

Australian 

■  •                ■  • 

5 

5 

0 

Hank  Charges 

•  •                •  • 

25 

9 

5 

Sundries 

•  ■                •  • 

64 

18 

7 

2482 

9 

8 

Australia- 

Kent  of  Leases     . . 

•  •                •  • 

109 

2 

0 

Cables,  Telegrains,  and  Postages     . . 

»97 

2 

7 

Printing  ami  Stationery 

■  •                •  ■ 

72 

17 

6 

Advertising 

•  .                •  • 

32 

10 

Q 

Cost  of  Assaying  . . 

■  ■                •  ■ 

26 

0 

6 

Travelling  Expenses 

•  •                •  • 

25 

6 

0 

Insurance      Premium  — 

Employers' 

Accident  Li;ibility 

• . 

48 

0 

0 

Sundries 

•  •         . . 

54 

11 

0 

Survev  Fees 

'5 
93 

0 

0 

Fees — Local  Director  at  Coolgardie. . 

IS 

0 

Adelaide    Office  —  Secretary,    Local 

Attorney,  and  Rent    . . 

•  •         . . 

150 

0 

0 

824 

9 

4 

„  Difference  in  Exchange. . 

. . 

24 

3 

10 

„  Income  Tax  (estimated).. 

. . 

350 

0 

0 

„  Depreciation   on   Plant, 

Machinery- 

and  Builiiiiigs— 

10  per  cent,  off  £10,271 

4s.  7d.      ., 

1,027 

2 

3 

per  Balance 

Sheet          

17.759 

10 

I 
4 

£22,467 

15 

By  Amount  Realised  on  Gold  Salea— 

On  9,476  tons  Ore  Crushed — 
l<'ine  Gold,  9,586-238  ozs.   . . 
Silver,  606*19  o/.s 


Deduct— 

Cost  of  Raising  Ore..  £10482 

3 

3 

Cost  of  Milling  Ore  . .       3^*05 

1 

10 

Bank  Escort,  Mint  and 

Brokerage  on  Gold         959 

9 

3 

Repairs  and  Renewals 

of  Plant  ^Machinery          289 

I 

8 

Freight  and  Carriage 

on  do.          ..        ..           19 

14 

6 

s    d 


37,322  II  10 
69    3    7 

37.391  13    3 
140  12    6 

37.332    7  " 


£     s    d 


FORM    OF    PUBLISHED    ACCOUNTS. 


^57 


Ok 


o 


« 


15,155  10    6 


„  Interest  on  Depost  at  Bank 
„  Transfer  Fees,  London  . . 


22.376  «7    5 

»7    5    5 
73  12    6 


£22.467  15    4 
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ROCHDALE  CANAL  COMPANY. 

STATEMENT    OF    ACCOUNTS    for    the    Half-Year    ended    31st    December    1901. 


Dr. 


^.-CAPITAL    ACCOUNT. 


Cr. 


To  Capital  Expenditure  on  Parliamentary 
Costs.    Purchase  of   Lands,   Con- 
struction of  Canal  and  Works,  and 
Iniprovfuicnts  to  30th  June  i<»oi  . . 
Additional  Exiienditurethis  half-year 


s    d 


s    d 


Less  Sale  of  Land 


772,922  19  6 

131    4  o 

773.054    3  6 

100    o  o 


772,954    3    6 


Capital  Expenditure  on  Boats,  Horses, 
StabliuK,  and  Carrying  Plant  to 
3olh  June  1901 25.980    1 


w  Balance  carried  down 


798,934    5 
3.903    4 


£802,836    9    9 


By  Consolidated  Ordinary  Stock  (Rochdale  Canal  Act, 

1899)   

.  Debenture  Stock— Issue  of  1888  ©  3j% 

«  Fremiuui  on  Debenture  Stock 


£  s  d 

752.780  o  o 

48.000  o  o 

2,056  9  9 


«  Balance  brought  down 


£801,836    9    9 


3.90»    4    9 


Dr. 


B.— REVENUE    ACCOUNT. 


Cr. 


To  Maintenance,  Dredfiinn,  and  Ice  Breaking 

«  General  Charges 

.  Knits  Payable 

•  Kales,  Taxes,  and  Insurance 
.  Law  and  Parliamentary  Costs 
.  Directors'  Fees 
.  Auditor  and  Accountant's  Fees 
.  Interest  on  IX-brnturc  Stock 

•  Depreciation  of  Plant 


1900 

£3.223 

.  1,082 

1.693 

■  M93 

.   568 

4C0 

,    4S 

840 

897 


£   s  d 

3.163  2  8 
1,066  17  3 
1,716  3  o 

1.577  13  « 
1,237  o  10 

400   O   I) 

48  O  O 

840   O   O 
991   2  II 


£11,039  '9  9 


1900 

By  Toll  Traffic  Receipts  £6,574 

,    Freight  ditio 14,029 

20,603 
Less  Traffic  Ex|)enses 13,775 

Nelt  Traffic  Receipts      .,         ..         ..    6,828 

.    Rents  Receivable 5.223 

,    Miscellaneous  Receipts 10 

,    Hank  Intf-rest, /fss  Commission 

,    Balance  at  Debit  of  Revenue  Account 


£     s 

6.589    8 
13,0.^  14 


19.638    2 
13.305  18 


II 
3 


6.332    4 

4.564     2 

97  13 

31     8 

8 

9 

11 

8 

14    9 

9 

£11.039  19    9 


Dr. 


C— GENERAL    BALANCE    SHEET. 


Cr. 


Capital  and  Liabilities 

Proprietors'  Capital,  Loans  and  Deben- 
ture Stock,  including  I'remiuni — 
|>cr  Account  A  

Outstanding  Accounts         

Dividends  Unpaid 

Renewals  Account- 
Amount,  30th  June  kjoi  

Add  Amount  set  aside  this  half-year  . . 

DeituU  Outlay  on  Renewals  this  half- 
year 

Revenue  Account- 
Balance,  30th  I  une  1901  ..£3,642    I     I 
L$is  Dividend    paid  24th 

August  lyoi  . .   2,822  18    6 


s   d 


12,823  13  10 
62    3     8 


1.175 

0 

6 

991 

2 

11 

2,166 

3 

5 

1.562 

«9 

0 

£        *    d 

802,836    9    9 

12,885  17    6 


3S3    4    5 


Less  Debit  Balance  this  half-year— per 

Account  B       

Balance  available         


819    2    7 
14    9    9 


804  12  10 


£817,110    4    6 


Property  and  Assets. 

Expenditure  on  Land,  Buildings,  Construction  of  Canal, 

Plant,  &c. — per  Account  A        798,034    5    o 

Stores  on  hand 3.308    o    8 

Accounts  owing  to  the  Company      . .     ' jj,'oio    5    5 

Cash  at  Bank        £6,445    o    5 

Ditto  in  hands  of  Cashier  and  Agents         . .      359  14    4 

6,804  14    9 

Fractions  of  Stock  purchased  under  Rochdale  Canal  Act, 

^899 52  18    8 


£817,110    4    6 


I  have  examined  the  foreKoint;  Accounts  and  Balance  Sheet,  and 
certify,  that  in  my  opinion,  they  are  correct,  and  exhibit  the  true 
position  of  the  Company's  affairs  on  the  31st  December  1901. 

Mahchestkh,  a.   MURRAY,  Auditor. 

loth  February  1902. 


C.   M.   ROYDS,  Chairman. 
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THE     FINE     COTTON     SPINNERS'    AND     DOUBLERS'    ASSOCIATION     LIMITED. 


Dr. 


PROFIT    AND    LOSS    ACCOUNT,  for    the    Year   ended    31st  March   1903. 


Cr. 


To  Interest  on  Debenture  Slock 
■  Balance  carried  to  Balance  Sheet 


£     s   d 

1 10,000    o    o 

j20.7i(J     4     3 


£430,739    4    3 


£      s    d 
By  Balance  brouKht  forward  from  last  year's  Account     ..     i3>/)  13    3 

.  Profits  for  the  Year,  including  undistribuKHl  Profits 
of  Siil>sidiary  Conipiinics,  after  char^ini;  Central 
Office  Expenses,  MatiaKeiiient  Salaries,  and  Direc- 
tors' Fees,  and  af^cr  provision  for  Depreciation, 
Income  Tax,  and  lk>nuses  to  ManaKenient  and 
Auditors' Remuneration ..         ..    416,7491010 


£430,739    4    3 


LiabilitUs. 

Share  Capital: — 
Nominal  Capital — 

3,000,000  Five  per  Cent.  Cunm- 
lative  Preference   Shares,    £1 


BALANCE  SHEET.  31st  March  1903 
£ 


s  d 


each 


3,000,000   Ordinary    Shares,    £i 


.  £3,000,000    o    o 


each 


3,000,000    o    o 


£6,000,000    o    o 


Capital  issued  and  subscribed — 

2,000,000  Preference  Shares,  £1 

each,  fully  paid £2,000,000    o    o 

1,900,000   Ordinary    Shares,   £1 
each,  fully  paid 1,900,000    o    o 

Four  per  Cent.  First  Mortgage  Deben- 
ture Stock : — 
Amount  authorised  and  issued  . . 

Four  per  Cent.  First  Mortgage  Exten- 
sion Debenture  Stock : — 
Amount  authorised  and  issued  . . 

Interest  on  Debenture  Stock  (less  Tax) . . 

Reserves : — 
Amount  set  apart  out  of  Profits  . .     £330,075    o    o 

Premium  on  Shares  issued       . .        . .       319.925    o    o 


Assets. 


s    d 


Properties  comprisinK  Land,  Mills,  Buildings,  Machinery, 
and  Goodwill  ot  Associated  Concerns,  at  cost,  as  per 
last  Balance  Sheet 4,896,725    4    4 

/I Ji/— Additions    to    Properties   during    the     Year 
ended  31st  March  1903, /cjis  Realisations    ..        ..       ii4>i-i  10    4 


5.010,846  14    b 


Insurance  Fund        

Superannuation  and  Pension  Fund 
Loans    


Sundry  Creditors,  on  Bills  and    Open 
Accounts 

Profit  and  Loss  Account— Balance  from 
Profit  and  Loss  Account 

Deduct  Interim  Dividends  paid — 
On  Preference  Shares 
at    5  per  cent,   per 
annum  ..        ..£50,000  o  o 

On  Ordinary  Shares 
at  6  per  cent,  per 
annum  ..        ..   57,000  o  o 


3,c,eo,ooo  o  o 

2,coo,ooo  o  o 

750,000  o  o 

51,562  9  I 


650,000    o  o 

888    8  I 

3.257  14  8 

53.876    7  1 

558,518    5  7 


Less  Depreciation  Fund: — 
Balance  at  31st  March  KJ02  . .        ••£233,771    2    5 

.•lif<<— Depreciation    for    Year   ended 
31st  March  1903  140,000    o    o 

373.77>     2    5 
Deduct — Outlay  on   Renewals  of  Pro- 
perties durn)K  the  Year,  in  aildition 
to  Ordinary  Repairs  charged  against 
Profits 132,707    2  II 


Sundry  Investments,  Loans  and  Shares 
in  Subsidiary  Companies 

Central  Office  Furniture,  Fixtures,  &€•  ..     £2,822  8    9 

Less  Depreciation  300  o    o 

Slock-in-Trade :— Cotton £642,273  6  10 

Yarn  and  Stores         • .   858,322  8    i 


£320,739    4     3 


Balance  available  for  appropriation 


107,000    o    o 


213.739    4    3 


£8,181,842     8    9 


Trade  Debtors £508,40818    4 

Rents,    Rates,    Insurance,    &c.,    paid  in 

7,555    7    9 


advance 


Profits  of  Subsidiary  Companies  not  yet 
distributed 


Cash  at  Bankers  and  in  hand 


241,063  19    6 
4,769,782  15    2 

1,321,719    8    4 
2,522    8    9 

1.500,595  14  II 

515,964    6    I 

65,546    1  II 
5.7"  13    7 


£8,181,842    8    9 


To  THE  Shareholders  of  The  Fine  Cotton  Spinners'  and  Doubleks'  Association,  Limited. 

In  conformity  with  the  requirements  of  the  Companies  Act,  1900,  we  hereby  certify  that  all  our  requirements  as  Auditors  have  l>ecn 
complied  with.  We  have  to  Report  that  we  have  examined  the  Bo^ks,  Accounts,  and  V  ouchers  of  the  Company  in  respect  of  the  twelve  months 
ended  31st  March  1903,  and  that,  in  our  opinion,  the  foregoing  Balance  Sheet  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the 
Company's  affairs  as  shown  by  the  Books  of  the  Com{>any. 


7    King  Street,  Manchester, 
igtH  May  1903. 


EDWIN   GUTHRIE  &  Co., 

Chartered  Accountants. 
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HAYES,     CANDY     &     COMPANY,     LIMITED. 

BALANCE   SHEET,  19th  January  1903. 


Dr. 


Cr. 


Libilities 
To  Nominal  Capital  -  £         s    d  £        s 

2o,(jo(i     Cumulative     5.^     |ier    cent. 

Preference  Shares,  £5  each  . .    100,000    o    o 

100,000  Ordinary  Shares,  £1  each    . .    100,000    o    o 

200,000    o    o 

a    hsued  Capital — 

16,000    Cumulative     5A     jitr    cent. 
Preference  Share..,  £5  each,  fully 

|>aid       80,000    o    o 

80,000    Ordinary   Shares,    £1    each, 

fully  paid         80,000    o    o 

160,000    o 

•  Reserve  Fund —    (see  conl'a) 

As  iier  last  Balance  Sheet      ..         ..       2,142    5    7 
Pro|»ortion  of  Profits  for  year  ending 

19th  Jan.  1902  (as  (ler  Pros|)cctus).       4,000    o    o 
.idd    Interest  received    on    Invest- 
ments re-invested     175  17    4 

6,318    2 

m  Trade  Creditors,   Rebate  and  Sundry 

Accounts 24,994    6 

„    Unclaimed  Dividends 28  14 

•  Profit  and  Loss  Account — 

Balance  as  at  19th  Jan.  1902  . .         ..      14,114     i    3 
Less     Preference     Divi- 
dend paid  31st  March 

KJ02 2,200    o    o 

Ordinary  Dividend  pa  d 

nth  March  1902      ..   7,000    o    o 
Reserve  Fund  . .        . .   4,000    o    o 

13.200    o    o 

9J4    I    3 
Add  as  per  Account  annexed  15,622  17  11 

16,536  19    2 
Less  Interim  Dividends— 
Si%    per   annum    on 
Preference     Shares 
paid  ist  Aug.  1902  . .    2,200    o    o 
7'j%    P*^!*    annum    on 
Ordinary  Shares  paid 
7th  Aug.  1902  . .   3,000    o    o 

5,200    o    o 


A ssets 

£      s 

By  (»oo(lv\^ill,  a";  per  Prospectus 

.    Leasehold  Premises  1,350    o 

Less  I^preciation 75    o 

.    Fixtures,  Fittings  and  Office  Furniture 
«    Stock  in  hand,  after  deduction  of  2.\  per 

cent,  for  discount 

»    Sundry  Debtors,  less  2.\  per  cent. 
,    Reserve  Fund  Investments,  at  cost — 

£2,269  3  o  National  War  Loan,  2j%      2,199  18 
£4,297  2  6  Nottingdam      Corpora- 
tion, 3%  Redeemable 
Stock 4,118    4 

«    Bills  Receivable  in  hand 

m  Cash  at  Bankers  and  hi  band    . . 


11,336  «9    2 
£202,678    2    8 


£ 
50,000 


d 

o 


1,275    o 
2.933  12 

65,168  15 
59,450    8 


II 


6.31S     2  II 

11,580  13    8 

5."M9  10    3 


£202,678    2    S 


Bills  Receivable  under  Discount  £5,342 


4    3 


Dr 


I'ROFIT  AND   LOSS   ACCOUNT  for  Year  ending  lylh  January  1903. 


Cr 


To  Managing  Directors'  Salaries    . . 
a    Directors'  Fees       

,    Income  Tax 

,    Balance  carried  to  Balance  Sheet 


£   s  d 

3,600  o  o 
562  4  7 


s  d 


4,162  4  7 

359  13  3 

15,622  17  II 

£20,144  15  9 


By  Net  Trading  Profit 
»  Transfer  Fees  . . 


£       s    d 

20,133  15    9 

II     o     o 


£20,144  15     9 


te^>£  fl^^Dv,  1  ^-'-- 


John  P.  Gilloch,  Secretary. 


AUDITORS'    CERTIFICATE    AND    REPORT. 


In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  certify  th  it  all  our  require ments  as  Auditors  have  bten  complied 
with.  We  report  to  the  Shareholders  that  we  have  examined  the  above  Balance  Sheet  with  the  Books  and  Vouchers  of  the  Company, 
and  in  our  opinion  the  Balance  Sheet  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs 
as  shown  by  the  Books  of  the  Company. 

3  Fredericks  Place,  Old  Jewry,  E.C.  PRICE,  WATERHOUSE   &  Co. 

lolh  February  1903. 
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BLACKPOOL     LAND,     BUILDING,    AND     HOTEL    COMPANY,     LIMITED. 


BALANCE    SHEKT    made    up  to  30th  September  1901. 


Capital. 


Debt*  and 
Liabilitiei. 


Kealiiuliun  oj 
Property. 


Capital  and  Liabilities. 
£     s   d 


Revenue, 


Share  Capital— 
Amount  received  from  Share- 
holders, H.iii  Shares  of  los. 
each,  fully  paid 

SHHtiry  Liabilitits — 
Sundry  Debts  owinK  for  Sala- 
ries, Law  Charges,   DirfC- 
tors'  Fees,  Kates  and  Taxes, 

&c 

Unclaimed  Dividends 


Realisation  oj  Property — 

£     s  d 

As  per  last  Ac- 
count   . .         . .  5,410     I  lU 

Add  Purchase 
Money  of  Land 
sold  during 
year,  an<l  Sun- 
dry Receipts  ..       404  12    8 


£      s   <i 

4,061  10    o 


303    6    9 
10  i^    2 


314     I  II 


Property. 


Property,  Assets,  and  Expenses. 
£     s   d 


5,bi4  14    6 


Lets  Iktnus  of  3s. 

6d.   per   Share 

|>aid  May   1901    1,015    7    ^ 
Law  C  h  a  r  K  e  s. 

Directors' Fees, 

&c 213  14    2 


1,229 


Available  Balance — 
Ualance     available     as     per 
Revenue  Account    . . 


4.585  12  10 

454    8  ii4 
£9,415  13    84 


DMs  due  to 
the  Company. 


Cath. 


Property — 
Balance  of  Ccst  of  I'roiK;rty, 

as  per  last  Account 
.idd  KN|)enditure  during;  the 

year    ui>on    New     Roads 

and  Sewers 
Add  Tithe  Redemption 


Ihbts  Due  to  the  Co.— 
Sundry  Tenants  for  Rent, 

&c 

Sundry  Debts  for  uncom- 
pleted Purchases  and  In- 
terest thereon 

Cash- 
In  Hank  

In  hands  of  Secretary 


s    d 


5  "4 


3'5     3     7 
33     ' 


2.473  »o    84 


47  13    o 


6,833 


54     5   '« 
5    4     I 


6,880  13    o 


59  10    o 


£9.415  13    8i 


REVENUE    ACCOUNT    for    the    Year    ended    30th    September  1901. 


Expenses. 

£   b   d 

Salaries  of  Secretary,  Auditor, 

and  Connnission  on  Rents  58  16  10 
Rent   ot    Ofiicc,    Rates    and 

Taxes 1157 

Travelling  Expenses  . .  . .  18  5  u 
Advertising,     PrintiiiK.     and 

Stationery 3138 

Stamps,  Pottages,  and  Petty 

Expenses        256 

Repairs  and  Mainteoancc  o  18    o 

Balance  Available       


Receipts. 


s    d 


95    4    7 
454    8  Hi 


£549  13    6i 


£     s    d 

3yS     4   IO.\ 


Balance  from  last  year 
l^ess    Dividend  of  5%  paid 
October  1900  . .        . .     203    i 


Chief    Rent    and    Rents    of 

Land 52  15    o 

Interest  on  Investments  ami 

on    incomplete  purchases    301  15    3 


£     s  d 

i'J5     3  44 

354  JO  2 

£549  »3  64 


AUDITORS    CERTIFICATE    AND    REPORT. 

I  hereby  certify,  in  accordance  with  the  provisions  of  the  Companies'  Act,  1900,  that  all  my  requirements  as  Auditor  have  been  complied  with. 
I  beg  to  re^iort  to  the  Shareholders  that  I  have  audited  the  above  Accounts  and  Balance  Sheet,  and  that,  in  my  opinion,  the  Balance  Sheet  is  properly 
drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  ailairs  as  shown  by  the  books. 

H.   GARDNER,  Auditor. 
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ADVANCED    ACCOUNTING. 


THAMES    AND    MERSEY    MARINE    INSURANCE    COMPANY,    LIMITED. 

PROI'IT   AND   LOSS   ACCOUNT.   31st   December   if>oi. 


Balance,  ist  January  iqoi           ••  42.J83  M     ' 

Balance  of  Underwriting  Account,  1900,  at  31st  December 

1900            234.»»3  «3    6 

Interest  on  Investments        ' 34. 37"  5  " 

Transfer  Fees        43  '7    o 


Dividends  paid  Februarv  and  Jnly  kjoi    . . 

Claims,  Returns,  and  Reinsurances  |>aid 
on  uyoo  Account,  from  ist  January  icjui 
to  date,  and  Umlerwriters"  Commission     162,770  13 

Amount  carried  to  Susi>ens(;  Account  on 
closing  1900  Account  

Bad  Debts,  1900  Account 

Income  Tax,  1900  Account 

Loss  on  Exchange  of  Securities  in  con' 

nection  with  llnite<l  States  Deposits  .. 

Balance  carried  down  


40,000 


d 

o 


39,300  0  0 

33  «o  I 

9»«  17  •) 

203.2'>5 

457 
67.139 

0  10 

5  5 
4  3 

£310,891  to    6 


£3io,»iji   10    6 


Premiums— Less  Returns  and  Re-insurances 


£ 
475.731 


d 
4 


Claims  paid       

Othcc  Expenses,  including  Salaries,  &c., 
London,  Liver|Kx>l,  and  Manchester    . . 
Directors  and  Auditors"  Fees 
General  Law  Charges         


Ltss  proportion  char^^ed  to  Internal  Re- 
insurance .\ccount         

Exptnses  of  Brancles  and  AKcncics 

Bail  Debts         

Balance  carried  down  


125,71^1    I    I 


25.4««     3  5 

5.»74  «3  a 

6    7  10 

30,662    6  3 

1,270    3  II 


29.392 

I7.36« 

3 

302.976 


6 
6 
8 
7 


£473.731    2    4 


£473.73'     2    4 


GENERAL  BALANCE   SHEET,  31st   December   1901. 


s    d 


To 


C\PiTA!.     Subscribed  —  100,0  x) 
Shares, »;?  £20  per  Share  . . 


£2,000,000    o    o 


Paid  np— £2  per  Share         200,000    o 

Reserve  Fund          450.C00    o 

Outstanding  Accounts 11,239    5 

Internal  Re-insurance  Account •  -  97.526  16 

Investment  Fluctuation  Account,  being  the  differ- 
ence between  Cost  and  Market  Value  of  Securities 

at  31st  December iiJ,4i2    2 

Suspense  Account 54.965  J6 

Dividends  not  yet  claimed          572  13 

Balance  of  Profit  and  Loss  Account 67,139    4 

Do.        Underwriting  Account,  1901         . .        . .  302,976    6 


By 


£1,295,822    3    7 


Investments  (at  Market  Value  on  31st  December) 
and  Loans    ..  ..  ••         •■         ••     r 

Debtors  for  Premimns,  &c 

Interest  accrued,  but  not  received        

Office  Furniture  and  Fixtures 

Stam(>s  on  hand 

Bills  Receivable 

Cash  on  Deposit £i2,uoo    o    o 

Do.  at  Bankers  and  in  hand     . .  16,748    4  10 

38,748    4 


£ 

s 

d 

.« 48.745 

<> 

9 

«W.o3<» 

6 

7 

U.493 

I 

b 

628 

5 

II 

419 

'5 

5 

3.743 

19 

7 

10 


£1.295.822     3    7 


In  accordance  with  the  provisions  of  the  Com^Ktnies  Act,  1900,  we 
certify  that  all  our  requirements  as  Auditors  have  been  complied  with. 


i 


F.  Ci-ARKE,  London, 

S.  H.  Banner,  Liverpool, 

M.  AsHwoRTH,  Manchester, 


AudUon. 


We  beg  to  rei>ort  that  we  have  each  in  our  respective  Districts 
examined  the  accounts  of  the  Comj>any,  and  that  the  above  Balance 
Sheet  compiled  therefrom  is  in  our  opinion  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs  as 
shown  by  the  Books  of  the  Comjwny. 

We  also  report  that  we  have  individually  satisfie  <l  ourselves  of  the 
existence  of  the  Securities  belonging  to  our  resjiectivc  Offices. 


i 


F.  Clarke,  London, 
.  S.  H.  Banner,  Liverpool,      \     AudUon, 
Vm.  Ashworth,  Manchester.   ) 


I 
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LONDON     AND    GLOBE     FINANCE    CORPORATION,     LIMITED. 

BALANCE    SHEET,     29th    January     1897. 


Dr. 


Cr. 


£      s  d 

To  Capital        . .         , .         , .         . ,         . .       soo.ooo    o    o 


s  d 


In  193,000  Ordinary  Shares  of  £1 
each,  and  ico.ooo  Deferred 
Shares    of    is.    each. 

Issued — 

163,000    Ordinary     Shares     upon 

which  the   full  amount  ol 

£1    {ler  Share    has    been 

callen  up 

30,000    Ordinary    Shares    issued 
fully  iiaid 

100,000  Deferred  Shares  of  is. 
fiach,  u(M)n  which  the  full 
amount  has  been  paid  up 

295,000  Shares 

Ltsi  Calls  in  arrear 


i63,oco  o  o 

30,000  o  o 

5,000  o  o 

300,000  o  o 

1,172  10  o 


s    d 


Sundry  Creditors 
Unclaimed  Dividends 
Protit  and  Loss  Account 
Ltii  Interim  Dividend  [>aid 


95C.630  16  10 
i5,{joo    o    o 


198,827  10    o 

232,247    o    8 

167  17    6 

937.650  16  10 
£1,368,893    5    o 


By  Shares  held  in  various  Companies, 
those  purchased  being  taken  at 
cost,  and  th-  se  otherwise  acquired 
taken  at  their  par  value    . . 

(NoTK. — There  is  a  liability  in  res- 
pect of  calls  not  yet  made,  amount- 
ing to  £47,845  6s.  7(1.  ui»on  certain 
of  the  above  Shares.) 

»     Sundry  Debtors         

«     Freehold  I^oiierty  in  London 

,     Loans  in   Stock    Exchange — from 
Account  to  Account 

.    Cash,  at  Bankers  and  in  hand 


t  4 


8iS,022  iS    3 


2-^.537  >8  I 

16,250    o  o 

70.312    8  o 

254.770    o  8 


£1.368.893    5    o 


We  hav.i  examined  the  above  Balance  She.  t  and  Profit  and  Loss  .\ccomit,  with  tlie  Bouks,  accounts  ami  vouchers  relating  thereto,  and  ceriify 
the  saint!  to  be  in  accordance  therewith.  We  are  of  opinion  that  the  iialance  Sheet  represents  the  |K>sition  of  the  Company's  affairs,  subject  to  such 
sum  heinu  set  aside  as  may  be  consi<lered  the  necessary  reserve  in  respect  to  Sharis  held  in  various  Companies,  the  value  of  which  we  are  unable  to 
assess.    We  have  veritied  the  balance  of  cash  at  the  Bankers  and  in  band. 

FORD,  RHODES  &  FORD, 


Chattered  Accountants. 
81  Cannon  Street,  London,  E.C. 


Dr. 


PROFIT  AND  LOSS  ACCOUNT,  from  Incorporation  to  29th  January  1897. 


Cr. 


£     s  d 

To  Central  Expenses 2,1^2  10    4 

«    Directors'  Fees           i  ,8i>8    o    2 

.    Salaries 2,892  14    7 

•  Postages           603  li  to 

,    Advertising       3,093  19  1 1 

a    Printing  and  Stationer)        1,194  19    8 

•  Office  Rent       566  16    4 

•  Law  Costs        796  18    4 

•  Rates  and  Taxes        142  10    3 

.    Balance 


i4,o<j6    .S    7 
952,630  16  10 

£966,-47     5     5 


By 


£       s  d 

Piofit  on   Mining  Proiiertics,  purchased,  develoi>ed, 

and  resold  tor  considerations  partly  in  shares        ..  482,146    5  3 

Profits  on  Securities  realised 463,88917  7 

Underwriting  Commissions         13.937  10  o 

Transfer  Fees           673  12  6 

Interest,  &c.. .           6,099  19  11 


£966,747    5    5 


Dr 


rkoi'osEi:)   appropriation   of   profits. 


Cr. 


To  Interim  Divideml  of  10  j»er  cent,  or  2/-  |>er  Share  on 
130,000  Ordinary  Shares       ..         ..         .. 

a  Further  Dividend  of  40  per  cent,  or  8/-  |>or  Share  on 
i93,uuu  Ordinary  Shares 

«  Dividend  of  13s.   7Jld.   per  Share  on  100,000  I3eferred 
Shares,  as  per  Memorandum  of  Association     . . 

♦  CarricKi  forwani  


£         s   d 
15,000    u    o 

78,000    o    o 

78.C00    o    o 
781,650  16  10 

£952,650    16    10 


By  Balance  brou:;ht  down 


£        s    d 
932.630  16  10 


£952,630  16  10 


*  Subject  to  deduction  for  Income  Tax  uiwn  Profits  and  Directors'  i>erceiitage  on  Dividend. 


26S 


ADVANCED    ACCOUNTING. 


THE    VERNON     COTTON    SPINNING    COMPANY,    STOCKPORT,    LIMITED, 

Year  ending  25th  June  1903. 


Dr. 


TRADING     ACCOUNT. 


Cf, 


£    s  d 

To  Cotton  

brokerage  and  Cliarges 673     2  8 

Carriage         Ii3f4  14  3 

Coals 2,681    9  1 

Oil  and  Tallow        365  16  6 

Brushes          33  15  ') 

Banding          476  10  4 

Paper  and  Twine 107  15  10 

Strapping 247  1 1  7 

Roller  Leather         189  13  o 

,     Cloth 33  18  II 

Rtpairs— Buildings,    Engines,    Boilers, 

and  Gearing 117  15  6 

Repairs— Machinery          . .         . .         . .  353    o  3 

Card  Clothing          200    o  o 

Skips  and  Bobbins 244  16  10 

Mill  Charges 331     o  o 

Stores 200  10  10 

Gas,  Electric  I-ight,  and  Water..         ..  81     8  i 

Chief  Rent 66  15  o 

Insurance 486    <>  5 

Interest           1,587    7  8 

Bank  Charges          6()  10  o 

Commission 1,478  19  i 

Discount         3,033    2  9 

Rates  and  Taxes 75(1  17  7 

Depreciation             3,284    o  o 

Printing  and  Stationery 27  12  o 

Petty  Cash 33  16  6 

Wages 17,975     I  8 

Directors'  Remuneration 166  10  o 


£ 
114,906 


d 

8 


By 


£       » 

Yam 143,001    4 

Waste 3.093  19 

Sundry  Sales <j6    4 

Transfer  Fees 25 

Balance  to  Proht  and  Lost*  5,291  12 


J8,437    9    5 


18,141   II     8 
£151,485    5    9 


Dr. 


PROFIT    AND    LOSS    ACCOUNT. 


I9IJ2  £  s  d 

June  26.    To  Balance 1,865  o  10 

Aug.    G.           Dividend 1,875  o  o 

1903 

June  25.          Trading  Account          5.291  '2  3 

£■9.031  13  I 

June  25.          Balance 3.031  13  i 


1902 
Aug.    6.     By  Reserve  Fund 

1903 
June  25.  .  . 

.      «  Balance    . . 


Dr. 


DIVIDEND    ACCOUNT. 


»903 
June  25.    To  Payments. 
.      .  Balance    . 


£     s  d 

1,898    4  6 

29    7  6 

/'i,927  12  o 


1902 
June  26.     By  Balance    . 
Aug.    6.  Dividend . 


1903 
June  25.    By  Balance 


Cr. 


£151,485   5   9 


Cr. 


£     s  d 

4,000    o  o 

2,uou    o  o 

3.031  13  I 

£9.031  13  I 


£    s  d 

52    12  O 

1.875    o  o 

£1,927   12  O 


ay    7    6 


i 
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Dr. 


1903 
June  25.    To  Balance 


DEPRECIATION    ACCOUNT. 


Cr. 


£     s   d 
52.997   2   5 


£52,997    2   5 


1902 
Jane  26.     By  Balance 

1903 
June  25.  Depreciation  on  Buildings 

,      ,  Ditto         on  Machinery 


Ry  Balance 


£  s  d 

49.713  2  5 

1,419  o  o 

1,865  o  o 

£52.997  3  5 


52,997 


Dr. 


1903 
June  25.    To  Cash  withdrawn 
«     .  Balance    .. 


LOAN    ACCOUNT. 


Cr. 


£     s  d 

4.560  15   2 

27,518  2  10 


£32,078  18    o 


1902  £  s    d 

June  26.     By  Balance 28,575  5    8 

1903 

June  25.          Cash  Deposited 2,509  6  11 

,      ,             Interest 99455 

£32,078  18    o 

By  Balance          27.518  210 


Dr. 


RESERVE    FUND. 


Cr. 


1902 
June  26.     By  Balance 


£      5    d 
2,000    o    o 


Dr. 


GENERAL    BALANCE. 


Cr. 


£     s   d 

To  Share  Capital         75.ooo    o    o 

Loan  Capital  27,518    2  10 

Sundry  Creditors 

Unclaimed  Dividends 

Due  to  the  Bank 


£     s   d 


102,518  2   10 

2.360  3    5 

29  7    6 

6.569  3    3 


£111,476  17    o 


By  No.  I  Mill  Account 

No.  2. 
Buildings 
Less  Depreciation 

No.  2. 
Machinery 
Less  Depreciation 

Stock  Cotton  . . 
,  Yarn  . . 
,  Waste  . . 
_      Stores  . . 


Sundry  Debtors       

One  Share  Manchester  Cotton  Association 
Balance  from  Profit  and  Loss  Account 


£     s   •* 

10,195  >6  II 


52,601 

II 

7 

15.571 

3 

4 

53.105 

3 

4 

37.425 

19 

I 

29,268 

I 

0 

7.218 

3 

9 

16 

7 

0 

400 

12 

10 

37.030 
15.679 


8    3 


4    3 


36,903 
8,631 

5 
3,031  I 


4     7 

9  " 

o    o 

I 


£iiM76  17    o 


AUDITORS'    REPORT   AND   CERTIFICATE. 
To  THF  Shareholdrrs— 

We  have  audited  the  above  Balance  Sheet  dated  the  25th  day  of  June  1903,  and  in  our  opinion  such  Balance  Sheet  is  properly  drawn  up. 
so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  afiairs,  and  is  as  shown  by  the  books  of  the  Company. 

In  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  certify  that  all  our  requireinenis  as  Auditors  have  been 
complied  with. 
Stockport,  '^th  July  1903. 


W.  CHARLESWORTH  &  Co.,  Chartered  Accountants. 
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ADVANCED    ACCOUNTINQ. 


MEREBANK    BRICK   AND   TILE   COMPANY,    LIMITED. 

BALANCK    SHKKT,  as  at  joth  June  1902. 


Capital  ami  LiaH'.itiis. 

To  Authoriscil  Capital 

(in  iS.nno  Shares  of  £y  rach.) 
Ltss  Kcsvxw  Shans  unissurti — 245 


€ 

i8,ono 
245 


s    A 

o    n 

o    o 


Property  ami  Auefs. 

By  Cash  in  Natal  Hank  Liniitrd 
a       .     on  hand 

l.ta  ihir  to  IVtiv  ("a-.hipr 


Bills  Pa>  ahlp        2,300    o    o 

,Snndr>  Crrditors,  as  per  Schoihilr  . .         ..        875    9    f. 


Balance  cairied  to  Profit  and  Loss  Account 


17.755    n    " 


20.930    9    h 

J,240  15     9 


nrickK  in  Stock 

Storrs  on  hand 

Coal  , 

Rations       . 

Freehold  Pro|)crty  at  Cost 

BiiildinKs— at  ct>st  :  — 

Man.iKer's  House 

Sub-Manatjir's  Hoii^. . 

Kngine  Slii'd 

Machine  Shed     .. 

Othce  and  Store  . . 

Dryinn  Shctls 

Knropean  Cotta»;«' 

Indi.m  (.Quarters.. 

Kilns 

Less  IVpr«>ciation 

Livestock  and  Vehicles  at  Cost 

Machinery 

/,  MS  Depreciation 


Plant 

Less  Depreciation 

Puinpinj!  Plant  at  Cost 
Main  Drain— Coit  of  Cutting 
Railway  Siding-  Cost  at  <iate 
Clay  Kxcavations — Cost  of  unused 
Sundry  I  )ebtors,  as  per  Schiniule 


f.5  '5    ^ 

u  10   a 


10  »   4 


5    4  »o 

1,650  19  6 

if     o  6 

157    2  «» 

32  '»  3 

5.'>37  17  7 


»45  5 
J24  15 
275    5 

bUi  13 

57  o 

«.o27  13 

7  10    o 

19  19    6 


5.442 

213 

0 

4 

8 
0 

5.27^. 
l,o6j 

II 
0 

8 
0 

a.263 
23 

9 

13 

3 
0 

3.224    3  o 

5,229  16  8 

43     >  " 

4,307  II  8 

2,239  17  3 

208  13  6 

fil    19  2 

1136 

•75    o  o 

J. 244    9  o 


£24.171     5    3 


£■24.171     5    3 


MANUFACTURING  AND  TRADING  ACCOUNT  for  the  Year  ended  30th  June  1902. 


FORM    OF    PUBLISHED    ACCOUNTS. 
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CREDIT     LYONNAIS. 


RESUME     DU     BILAN     GENERAL     DEFINITIF     AU     31     DECEMBRE     1902. 


Adif. 

Rsp^ces  m  Catssc  ct  dans  les  Banques 

Port-feuille 

Re|Mirts  

Coin|Hcs  courants   . . 

Avances  sur  Karanties 

Actions,  Bons.  Obligations  ct  Rentes 

Coinptes  d'ordre  et  Divers 

I  1 1  ,    t   anciens 

Immeubles    |  „ouveaux..        ..        ..       5.ooj.«>o 


30, 


oo},ooo 


ToUl 


Fr. 


134,686,424 
.Sol, 698.4  76 

t73.3Wi.Mfi 

369,436,439 

249.755.700 

8,299,148 

7.650,173 


13 
99 
62 
82 
28 
73 
79 


35,000,000     , 


1. 779.892.510    36 


Passif. 

Depiits  et  lions  a  vue    . . 

Coinptes  courants 

Accf'ptations 

Bons  a  cch(^ancc  . . 

Coinptes  d'ordre  et  Divers 

Profits  et  Pertes  "  Benefices  de  I'Klxercice  1902  " 

Solde  ducompte  "  Profits  et  Pertes  "  des  Exercices 

anterieurs ■ 

Reserves  diverses  

Capital  enticrement  verse       


555,421,079 

62 

669,778.603 

94 

123.590.292 

9» 

28,162,462 

»7 

21.914.645 

89 

28,121,309 

23 

2,904,110 

87 

100,000.030 

m 

250.000.000 

9 

Total 


Fr. 


1,779.*)^. 5«o    36 


To  Coal  Consumed 2,143 

,   Clay  Excavation 367 

«    Rations— Native,  Indians        647 

,   Rent  of  Ground 175 

,   Wanes  for  the  Year        2,740 

,   Stores  used          loS 


d 
9 

5 
4 
o 

2 
10 


Balance,  being  Net  Profit  carried  to  Profit 
and  Loss  Account 


6,182    9    6 
2,159  19    o 


£8,342    8    6 


By  Brick  Account  - 

^to•k  at  date  at  Cost        . .  £1.630  19    6 
Sales  for  the  Year  ..         ..     7,09011     3 


s    d 


£      •    A 


Less— 

Stock  at  lieKinnine  of  Year 
taken  over 197 

Railway  Freight  and  Allow- 
ances          202    2 


8,741  10    9 


o    o 


399    «    3 


£8.342    8    6 


PROFIT   AND   LOSS   ACCOUNT. 


To  Directors'  Fees   . 

«  Cieneral  Charges. 

.    Insurance  . . 

.   Interest 

.   Salaries 

«   Depreciation — 
Kilns 

Machinery 
Plant     . . 


£      s 

71    3 

294    8 

70  i8 

47    8 

395    o 


s    d 


£42    4 
1,069    o 

23    12 


a  Preliminary  Expenses  —  Total 
written  oft        

,  Goodwill  and  Leases  — Total 
written  ofil       

,  Dividend  paid,  21  st  October  1901 


1,304  16    o 

88    6    4 

500    o    o 


1.893    2    4 
525    o    o 


,  Balance,  being  Net  Profit       3,765  15    9 

Less  Dividend  paid 325    o    o 


3.299    o    9 


£6.539  16    6 


By  Premiums  on  Shares — 

I, ot)o  Reserve  Shares  ..      732  10    o 

6,000  Shares  Increased  Cat>i- 

tal,  taken  up  at  30s.  per 

share 3,ooo    o    o 

1,255    Shares   taken   up   by 

Directors  at  30s.  |)er  share      627  10    o 


£     •   d 


Transfer  Fees 

Manufacturing  and  Trading  Account 


4,360    o 

19  17 

2,159  19 


6.539  »6    6 


£6,539  16    6 


Audited,  compared  with  Books  aad  Vouchers,  and  certified  correct, 
Durban,  21st  July  1902. 


F.  W.  DORE,  F.I.A.X.,  Auditor. 


Solde  cr^ancier 


Fr 


RESUME    DE     LINVENTAIRE. 

28,121,309   23 


B^ndiice  net  de  lExercice  1^02 


Fr. 


28.121.309    «3 
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ADVANCED    ACCOUNTING. 


THE    TRUSTEE,   INDUSTRIAL  AND    INVESTMENT   CORPORATION,   LIMITED. 


Dr. 


rULANCE   SHKKT,  June  30th   1892. 


Cr. 


£      -»   d 

To  Share  Capital  Account— 

250  roiimlers'"  Shares  of  £10  rach, 

issued  as  fully  paid  . .         . .         2,500    o    o 

35,000  Ordinary  Shares  of  £10  each, 

£2  (XT  Share  called  up      ..         ..       70,000    o    o 


72,500    o    o 
Less  Arrears     ..        ..        ..        ..        2,992    o    o 

Deposits  an<l  Loans 

Sundry  Creililors  

Reserve  Fund 
Profit  and  Loss  Account- 
Balance  at  the  credit  thereof 


s    d 


69,508 

0 

0 

«4.943 

0 

0 

21 

10 

n 

15.000 

0 

0 

5.734    9    8 


£115.207    8    8 


£     «   d 

By  Cash  at  Bankers  8,268    3    3 

Do.    in  Hand 12  15  11 

,    Exchequer  Bills  4,914    2    9 

,    Debentures    an«l     Shares    in    other 

Companies t>3,94i  15    3 

.    Sundry    Loans    on     Securities     de- 
(losited 

V    Sundry  Dehtors  

»    Bills  KeceivaMe 

,    Freliniinary  Expenses— 

250   I-'ounders'   Shares,  issued    as 

fully  paid 2,500    o    o 

Registration  Fees,  &c 1,06915    o 


£      •»    d 


8,280  19    2 


68,855  18  o 

31,467    6  8 

1,893    6  10 

1,140    3  o 


3.569  «5    O 


£115,207    8    8 


REVENUE   AND  PROFIT  AND   LOSS   ACCOUNT,   from   May  7th    1891    (the  date  of  Incorporation), 
Dr.  to  June  30th    1892.  Cr. 


£       s  d 

To  Expenses  of  ManaKeinent,  including  Directors*  Fees, 

Salaries,  Rent  of  Offlces.  and  General  CliarK*  s       . .  4,383     i  6 

,    Printing,  Stationery  and  Stamps 207  19  1 

,    Law  Charges 87    5  « 

«    Commissions  Payable          60  13  2 

«    Deposit  Interest         7070 

,    Bad  Debt          300    o  o 

»    Reser\e  Fund,  under  Article  142             15.000    o  o 

,    Balance            5,734    9  » 


£25.843  15    7 


£     s  d 

By  Dividends,  Interest.  &c ..        ..  4,905    6    6 

.    Commissions  Earned        20,375    o    o 

,    Remuneration  as  Trustees         347  16    3 

.    Insurance  Premiums         213    7  10 

»    Transfer  Fees          230 


£25A»3  «5    7 


We  have  examined  the  above  Accounts  with  the  Books  and  Vouchers  of  the  Corporation,  and  the  Securities  held,  and  find  them 
correct. 


August  nth  1892. 


(Signed)        Tijrquand,  Youngs,  Weisb,  BisHor  &  Clarke,     {    j^JUn,, 
Thomson,  Jackson,  Gourlay  &  Taylor,  )   iiiwuori. 


FORM    OF    PUBLISHED    ACCOUNTS. 
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Dr. 


THE     LONDON     JOINT     STOCK     BANK,     LIMITED. 


LIABILITIES    AND    ASSETS.    3ofh    June    1902. 


Cr. 


To  Capital  paid  up,  vir.,  120,000  Shares  at  £15  per 
Share ... 

.    Amount  of  the  Guarantee  Fund       ..  ]. 

.  Amount  due  by  the  Bank  on  Current  Accounts, 
Dejwsit  Receipts,  Circular  Notes,  &c.  . . 

•  Acceptances        

.    Rebate  of  Interest  on  Bills  Discounted,  not  yet 

due,  carried  to  New  Account 

•  Amount  of  N«  t  Profit   for  the   Half  year  ended 

30th  June,    including    £31,974  «6s.  3d.  balance 

o»   Proht  an<i   Loss  Account, 

«90i         

Less   Reduction    of   Premises 

Account. .  . .  £io,oco  o  o 
ArssAmount  trans- 


s    d 


r, 800,000 

1,200.000 

18,773.124 

«;o),532 


o 
o 

13 

4 


25,062     7    4 


31st    December 
£158,606    o    3 


ferre<l  to  Super- 
annuation     A I 
bwance  Fund. . 


5,000   o  o 


15,000    o    o 


143,606    o    3 
£22,851,325    4    6 


By  Government  Stock,  valued  in  accordance  with 
the  Resolution  passed  by  the  General  Meeting 
of  Shareholders,  on  the  19th  of  January  1863, 
viz.  :— 

£1,500,000  Consols,  taken  at  90 
V    Other  British  Government  Securities 
,    Indian,  Colonial  Government  and  other  Securities 
,    Securities  lodKed  with  Public  Bodies 
«    Cash  in  hand  and  at  the  Bank  of  England 

.    Money  at  Call  and  Short  Notice 

»    Bills  Discounte<l,  Loans  and  other  Securities     .. 
«    Liabilities  of  Customers  for  Acceptances  as  per 

contra 

■    Freehold  and  Leasehold  Premises  . . 


s    d 


1,350,000 

0 

0 

9«H.25' 

1,476,577 

39.867 

2,286.846 

5 

4 

10 

6 

0 
6 
0 
0 

5.555/>7o 
9.916,388 

0 
0 

0 
to 

909.532 
412.792 

4 
'3 

6 

8 

£22,851.325     4     6 


Dr. 


PROFIT    AND    LOSS    ACCOUNT    for    the    Half-year    ended    30th    June    1902. 


Cr. 


To 


Curreiit  Expenses,  Directors'  Remuneration, 
and  Su|)erannuation  Allowances . . 

Rebate  o»  Interest  on  Bills  Discounte<l.  not  yet 
due,  ca-rled  to  New  Account 

Dividend  Account  for  the  payment  of  Half-a-year's 
Dividend  at  the  rat«;  of  12  per  cent,  per  annum 
on  £i,8oo,oco,  amount  of  paid-up  Capital  on 
120,000  Sharts  ', 

Reduction  of  Premises  Account 

SuiM-rannuation  Allowance  Fund 

Amount  carried  to  Profit  and  Loss  New  Account 


£  s    d 

108,055    6    9 
25.C62    7    4 


108,000    o  o 

10,000    o  o 

5,coo    o  o 

35,606    o  3 

£291.723  14  4 


By  Amount  of  Gross  Profit  for  the  Half-year  ended 
30th  June,  including  £31.974  i6s.  3d.  balance  of 
Profit  and  Loss  Account,  31st  December  1901, 
after  making  provision  for  Reduction  of 
Premises  Account,  for  Bad  and  Doubtful 
Debts  and  payment  of  Income  Tax 


£       s    d 


291,723  14    4 


£291,723  14    4 


Dr, 


GUARANTEE    FUND    ACCOUNT.    30th    June    1902. 


Cr 


By  Amount  on  32st  December  1901 


^     £       s  d 

£1,200,000    o    o 


Directors. 


H.  GILLIAT, 

D.  MEINERTZHAGEN, 

F.  J.  JOHNSTON, 

CHARLES  GOW,  General  Uaniger. 


■■] 


In  accordance  with  the  provisions  of  the  Companies  Act,  1900, 
we  certify  that  all  our  requirements  as  Auditors  have  been  complied 
with,  and  we  report  to  the  Shareholders  that  we  have  audited  the 
above  Accountsand  Balance  Sheet,  and.  in  our  opinion,  such  Balance 
Sheet  is  a  full  and  fair  statement,  properly  drawn  up  so  as  to  exhibit  a 
true  and  correct  view  of  the  state  of  the  Bank's  aflfairs,  as  shown  by 
the  Books  of  the  Bank. 


JOHN  G.  GRIFFITHS, 

{Deloittte,  Dever,  Griffiths  &  Co.) 
VV.  A.  STONE, 

(Cash,  Stone  &  Co.) 


1 


A  uditon. 


! 
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ADVANCED    ACCOUNTINQ. 


THE     PLANTERS'     STORES    AND    AGENCY    COMPANY,     LIMITED. 

2)y.  BALANCE    SHEET,  30th  September  1900. 


Cr. 


Capital  and  Liabilities. 
DUmi^GARH  (ASSAM). 

Rs.     as.  p.       Ks.    as.  p. 
To  Amount    due    to    Calcutta 

Office  87,747    9    o 

/.fss  amount  in  transit         3.5<>5  '«    ^ 


s    d 


Add    amount  of  Profit 
for  this  half-year     .. 

Contingency  Fund     .. 
Deposit  Account 
Sundry  Creditors 
Furlough  Account 


84,181  14    6 


5.173 


80.355  13    o 

8,700    o    o 

89.414    O     I 

40.998    4  II 

i.ooo    o    o 


Rs.  229,467    5    o    17,210    I    o 


Property  ami  Assets. 
DIBRl'GARH  (.ASSAM). 
Immovable  Pkopkiitv—  *••    «"•  P- 

By  V'alue  of  Manager's  BunKalow  Land  and 

Out-houses 3.3<H    4    o 

,    Ditto  of  Assistants' Bungalow  ditto  ditto      1,837    2    o 
,    Ditto  of  Painted  Iron  Roof  Godown  com- 
plete, Pucka,  asphalted,  250  feet  long,  33 
feet  wide,  height  ofapex  22  feet  10  inches    21,88315    o 
,    Ditto  of  Pucka,  Stock  Godown      . .        • .      3^410  i5    o 
,    Ditto  of  Book-keeper's  House        ..         ..  140  n    o 

,    Ditto    of    Jorhit,    Na/ira,    Moriani  ami 

Margherita  Block 4.859    9    « 

MOVAHLE    PKOPERTY  — 

,  Ditto  of  Machinery,  Fixtures  and  General 

Plant «-5«8    »    9 

Stocks — 
»   Ditto  of  Stock-in-Trade  in  hand  ^nd  en 

route 104,265    3    o 

Debtors — 

,  Customers' Outstandings 6329311  1° 

,  Sundry  Debtors  10,93710    o 

Cash — 
.  Cash  in  hand »3.oi6    a    5 


5    d 


CALCl'TFA. 

Rs.    as.  p. 
To   Amount   due    to    London 

OflBce  289,736  15     I 

Add  amount  of   Profit 

20,097    7  II 


for  this  half-year 

Bills  Payable 
Deposit  Account     . . 
Sundry  Creditors   . . 
Contingency  Fund . . 
Furlough  Account . . 


118,168  15  7 

228,579    8  II 

529,376    o  II 

25,208  11  6 

6,625    o  o 


Rs.    as.  p. 


309,834    7    o 


Rs.  1,217,792  II  II    91,334    9    I 


LONDON. 
Share  Capital—  £       s    d       £       s    d 

To  Amount  of  3,250  Ordinary- 
Shares  of  £10  each,  fully 

paid  up        i2,5CO    0    o 

,    Amount    of    750    Deferred 
Shares  of  £10  each,  fully 

paid  up       7.500    o    o 

*^  — 40,000    o    o 

Loan  Capital— 
To  Amount  of  sixty-three  5  per  cent.  Deben- 
tures of  £100  each  6,300    o  o 

,   Deposit  Account          19,337    o  4 

,  Exchange  (in  suspense)         569  U  9 

,   Sundry  Creditors        5.496  14  i 

Profit  and  Loss,  as  per  separate  statement  2,841    3  7 


74.544  II  9 


Rs.  229.467  5  o  17,210  I  o 


CALCUTTA. 

Rs.  as. 

By  Value  of  Office  Furniture  and  Fixtures   . .      3.987  M 
,    Ditto  of  Goods  in  hand  and  Ship.nents 

Afloat 323.860  15 

,    Trade  Outstandings    ..        » 218,436    1 

,    Sundry  Debtors  538,602    8 

,    Anioimt  due  by  Dibrugarh  Branch  . .     87,747    9 


Cash  in  hand  and  at  Bankers 


45,163  11  10 


Rs.  1,217.792  "  II    91334    9    I 


£183,089    I  10 


LONDON. 

£       s    d       £       s    d 
By  Amount    due    by    Calcutta 

Office  21,730    5    5 

/lrf<f  amount  in  transit..       1,862  18    o 

23.593    3    5 

,    Ditto  paid  for  Gooilwill        lo.too    o    o 

,    Sundry  Debtors  ".327    2    6 

,    Value  of  Office  Furniture 78    «    5 

,    Amount  Invested    in  Shares  and    other 

Securities 6,510  16    5 

,    Amount  advanced  on  Mortgage  of  Property 

in  Ceylon        6.900  15    8 

,    Cost  of  Deohall  Tea  Estate  .  .12,812  16    9 
,        ,        Rytok     Tea    Estate 

(adjoining)  . .  1,527    7    » 

14,340    3  10 

_    Cash  at  Bankers  and  in  hand         ..        ..       i,794    7    6 


74  544  II    9 


£183,089     I  10 


Exchange,  is.  6d.  per  Rupee. 


FORM    OF    PUBLISHED    ACCOUNTS. 
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Dr. 


THE     PLANTERS'     STORES    AND    AGENCY    COMPANY,     LIMITED. 

PROFIT  AND  LOSS  ACCOUNT,  ist  April  to  30th  September  1900. 


Cr. 


DIBRUGARH 
Working  Expenses— 

To  Establishment 

.  Charges  ami  other  Accounts 

.   Interest  on  Capital 3,1141010 

•  Moriani  liranch  Loss  131  11    4 

-   l>epreciation ^,4,^  ,3    5 

•  Contingency  Fund ,,980    i  10 


£       s    d 

By  Balance  brought  forward  from  31st  March 

'900 2,879    3    o 

Less  Dividend,  the  33rd,  paid  27th 
August  igoo 1,200    o    o 


s    d 


Rs.   as.  p. 

11,648    4    9 

3.553    3     I 


s    d 


Commission 


1,725    7    o 


Rs.  26,568    4    4       1,992  12    5 


CALCUTTA. 


VVoRKiMG  Expenses— 
To  Establishment . . 
.   Charges.  Rent,  &c. 
.   Interest  on  Capital 

•  Contingency  Fund 

•  Furlough  Account 


Rs.  as.  p. 
33,670  o  10 


20,280 
711 
500 
500 


7  o 

I  2 

O  O 

O  O 


DIBRUGARH. 

By  Gross  Profit  on  Merchandise  Account    . . 
»   Gross  Profit  on  other  Accounts 

«  Agency  Department  Profit 

»   Nazira  Branch  Profit  

»   Margherita  ditto 


Rs.  as.  p. 

27,139  11    2 

3.374    4  10 

867  12    6 

1,140  14    8 

86    7    2 


1,679    3    o 


Rs.  32,609    2    4       2,445  13    9 


CALCUTTA. 

By  Gross  Profit  on  Merchandise  Account  . . 
,  Gross  Profit  on  Commission  Account 
,   Gross  Profit  on  Agency  Account  . .        , . 
«  Gross  Profit  on  other  Accounts    . . 


Rs.    as.  p. 

23,728  10    4 

42,013    3    o 

9,094    7  II 

922  II    8 


Rs.  55,661    9    o      4,174  12    4 


LONDON. 

Working  Expenses-  £    s  d 

To  General  Charges        ,^3  ,^  jj 

•  R^"»        87  10  o 

«   Directors'  Fees          250    o  o 

K    I3ebenture  Interest 157  10  o 

«   Passage  Money           100  11  3 

•  Office  Salaries  and  Auditor's  Fee..        ..  599    o  o 
»   Interest 81    3  3 

•  IncomeTax ^3  ,5  q 

,   Half-year's  Annuity  to  Mrs.  Jefferson     . .  25    o  o 

«  Amount  written  ofl  Investments  . . 
,   Balance 


LONDON. 


By  Commission 
«   Interest  on  Capital 


Rs.  75-759    o  II        5,681  18    7 


£       s    d 

1,310  18    I 

458    3    I 


1.769    I    s 


1.567 
1,000 


2^41     3     7 
£11,575  16    6 

By  Balance 
Exchange,  is.  6d.  per  Rupee, 


£11.575  16    6 


£2.841     3    7 


In  accordance  with  the  provisions  of  the  Companies  Act,  1900. 1  certify  that  all  my  requirements  as  Auditor  have  been  complied  with, 
and  I  report  to  the  Shareholders  that  I  have  audited  the  Company's  Balance  Sheet,  dated  30th  September  1900,  and  in  my  opinion  such 
Balance  Sheet  is  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs  as  shown  by  the  Books  of 
the  Company,  subject  to  the  accuracy  of  the  valuation  as  given  by  the  Directors  to  the  Investments  in  Tea  EsUtes  and  other  undertakings. 


92Hd  February  1901. 


LEWIS  HARDY,  F.C.A.,  Auditor, 

2  Creed  Lane,  Ludgate  Hill.  London.  E  C. 

T  a 
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ADVANCED     ACCOUNTINQ. 


ADMIRAL   STEAM    TRAWLING   COMPANY,   SCARBOROUGH. 


STATEMENT   OF   ACCOUNTS   for  Half-year  ending  June  30TH   1896. 


The  "Admiral"  is  insured  against  total  loss  for .£1.200. 


CAPITAL   ACCOUNT. 


1895 
Dec.  31    To"Aamirar' 


>  •  •  « 


I      s    <i 
2,250    o    o 


1806 

June  30    Hy"  Admiral" 


2,250    o    o 


I 


REVENUE     ACCOUNT 


i8g6  I     ^    A 

J  une  30    Commission 67    4    8 

,          Landing  Dues         9    3  10 

,          Harbour  (  ScarborouRh 246 

Dues     I  Hartlepool       3    9    2 

,          Fishermen 170  15    2 

,          Wages           179  13    o 

,          Labour         31  17    5 

,         Coals 119    o    o 

,          Oils 14    2    4 

.         Engineers,  Repairs,  &c 92    6    7 

a          Ropes,  Stores,  &c 5»    9    5 

.  Net  Braiding,  Mending,  and  Tarring  . .  1 1  1 1     2 

,          Carpenters 180 

,          Painting        2  11    o 

a         Salvage  Claim        20    o    o 

a          Insurance 1200 

a          Management           10    o    o 

a          Sundries        270 

a          Printing  and  Stamps        093 

a          Bankers'  Charge 050 

a          Profit  and  Loss  Account 44  19  10 

a          Dividends 6400 


£     .    d 


82 


372     5    7 


133     2    4 


1896 

June  30     Bv  Sales        

a  ,'   Sal'-  of  <  >l«l  Rope,  &c. 

a  ,    Insurance    Clubs     proportion 

Salvage  Claim  .. 


8M9  13 

0  II 

d 

0 
0 

10  13 

4 

900  17    4 


179    6    2 


25 


108  19  10 
£900  17     4 


£'9«>  >7    4 


PROFIT  AND  LOSS  ACCOUNT. 


Dec.  31  1895    To  Balance  Due  to  Bank 
June  30  1896      a  Cash  in  hand 

a   Balance  at  Bank 


£ 

s 

d 

21 

"5 

10 

1 

12 

II 

22 

I 

7 

£45 

10 

4 

Dec.  31  1895    By  Cash  in  ham! 
June  30  1896      a   Revenue  Account 


£  B    d 

o  10    6 

44  19  'O 

£45  'o    4 


Examined  with  Vouchers  and  found  correct— SAMUEL  SMITH,  Merchant  and  Broker,  Scarborough. 


I  t 

I 
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Dr. 


1897 
March  31 


THE     DUNLOP     PNEUMATIC     TYRE     COMPANY,     LIMITED. 


PROFIT    AND     LOSS    ACCOUNT    to    31st     March     1897. 


Cr. 


To  Interest  on  Delx-nturcs  to  31st  March  1897  . . 

a     Plant,  Furniture  and  Fittings.      Amount  written  off 

a     Balance     carried    to     Balance     Sheet,     subject    to 
Managing  Director's  Conuiiission 


£      s 

d 

18,392  16 

5 

3.4»7    0 

0 

592,618  18 

I 
6 

£614,498  14 

1897. 

March  31 

By  Rojalties,  Net  Profit  on  Trading,  inclu'lin»« 
Dividends  on  Investments  and  Profit  realised 
on  Sale  of  Securities  and  issue  of  License,  less 
Preliminary  Flx|>enses  and  Expenses  incidental 
to  Allotment  ■ 


Transfer  Fees 


610,437    8 
4,061    6 


£614,498  14    6 


Dr 


BALANCE     SHEET,    31st     March     1897. 


Capital  and  Liabililus 
1897 
March  31 

Capital— Preference    Shares,    1,000,000 
Shares  of  £1  each    . . 

Ordinary      Shares,      1,000,000 
Shares  of  £1  each    . . 

Deferred      Shares,     2,000,000 
Shares  of  £t  each  .. 


Leu  Unpaid  Calls.. 

Debentures— Nominal  Amount,   10,000 
Debentures  o(  £103  each  . . 

Less — I>;bentures  purchased  by 
the  Company 

Sundry  Creditors  . . 

Reserve  for  Rebates 

Profit  and  Loss  Account  to 
31st  March  1897 

/.r5S  Interim  Dividend.  .£110,709   7   2 
Reserve  for  Rebates     32.358    7   6 


£      s 

d            £ 

s 

d 

1,000,000  0 

0 

i,uoo,ooo    0 

0 

2,UUO,00O     0 

0 

4,000,000    0 

0 

982  10 

0 

10 

3>999,oi7 

I,U00,003     0 

0 

450,ox>    0 

0 

0 

0 

550,coo 

211,846 

5 

II 

32.358 

7 

6 

592,618  18 

I 

143.067  14 

8 
—      449.551 

3 

5 

£5.242.773 

6 

10 

Property  and  Assets. 
1897. 
March  31  £        s    d 

Freehold  and  Leasehold  Premises  at  cost 

Plant,  Machinery,  Fittings  and  Furnishing       34,873  18  11 

Less  Amount  written  off  . .        3,487    o    o 

Patent  Rights  and  Goodwill 

Sundry  Debtors  

Stock  on  hands 

Investments 

Cash  and  Bills  at  Bankers  and  on  hands. . 


Cr. 


£  s  d 

65.764  13  5 

31,386  18  II 

4,261,322  7  8 

404,913  10  6 

182,793  4  3 

259.795  I  9 

36,797  10  4 


£5.242.773    6  10 


AiDiTORb'  Rkport. — We  have  examined  the  above  Accounts,  and  consider  they  correctly  represent  the  position   of  the  Company   on   the    list 
March  last. 


mjuly  1897, 


TURyUAND,  YOUNGS,  BISHOP  &  CLARKE. 


li 
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ADVANCED    ACCOUNTING. 


Dr. 


ENGLISH    SEWING    COTTON   COMPANY   LIMITED. 

BALANCE    SHEET,   31st   March    1903. 


Cr. 


To  Share  Capital  authorised,  issued,  and  paid  up:—  £         »    d 

1,000,000  5%  Cumulative  Preference  Shares  of 

£1  each  i,coo,oco    o    o 

1,000,000  Ordinary  Shares  of  £1  each    ..         ..    1,000,000    o    a 
,    Debenture  Stock  authorised,  issued,  and  paid  up:— 
4%  First  Mortgane  Debenture 

Stock £1,000,000    o    o 

Interest    accrued   thereon    to 
31st  March  1903       . .        . .  io,coo    o    o 

i,oio,coo    o    o 

«    Loan   on   security  of    the   Common    Stock   of  the 

American  Threa<l  Co.  and  Interest  ..         ..        i34.')'*6    6    o 

,    Capital  Reserve  Account  J  12,601  13    6 

,    Sundry  Creditors 82,075  12    9 


£3.339.66}  «2    3 


By  Freehold  and  Leasehold  I^operties,  £         s    d 

Plant,    Machinery.  &c.  (including 

capital  outlay  on  same  since  their 

acquisition),      and     Gordwill      of 

original  purchases,  also  fully-,>aid 

shares  in   Subsidiary  Companies, 

iully-paid  prefcrt  nee  and  Ordinal  y 

Shares  in  B.  F.  &  J.  Alexander  & 

C  o..  Limited,  and  1,200,000  Shares 

of  $5  each  i^ih  V*^^  share  paid  up) 

of  the    Common     Stock    of    the 

American    1  bread    Company    (as 

per  balance  Sheet"3ist  Match  HJ02)    2,342,313    3    o 
Deduct  Amount  of  Interest  pre- 
viously included   in  purchase 
of  Messrs.  K.  F.  &  J.  Alexander 
&  Co.,  Limited,  in  error 


Add  Capital  Expen- 
diture during  }ear 
ended  31st  March 
1903,  less  Sales 
(exclusive  ol 
£21480  5s.  od.  ex- 
|)ended  by  Subsi- 
diary Companies). 

Amounts  expended 
on  Strutt  Branch, 
1901,1902,  and  1903, 
now  transferred  . . 


1,240  10  II 
2,341.274  1 2    » 


£6.272^9  4 


13,681   o  3 


English  Thread  Co.,  Limited— Pur- 
chase of  i2oGuaraiiteed  Prefermce 
Shares  of  £10  each 

The  Thread  Agency— 250  Shares  of 
tioo  each,  fully  paid  -  !i^a5,ooo  . . 

The  Yarn  Agency— 100  Shares  of 
ijiioo  each,  fully  paid  —  #10,000    . . 


Lftn  Depreciation  on  English 
Plants,  Furniture,  and  Fittings 
for  the  year         

Total  Proiierties,  &c.  (including 
•'Closed  Works  Account," 
^"27.533  12s.  3d  ),  at  31st  March  1903 

iTie  American  Thread  Company, 
Current  Account       

Subsidiary  Companies — Balance  of 
amounts  due,  and  Dividends  and 
Proht  yet  to  recc  ive 

Stocks-in-Trade  valued  on  basis  of 
Cost  or  Net  Realisation  whichever 
is  lower  

Sundry  Debtors  (/rs$  Provision  for 
Discounts  and  Bad  Debts) 

Cash  at  Bankers  and  in  hand 


19.953    9    7 


1,200    o    o 


5.137    3    3 
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Dr. 


ENGLISH     SEWING     COTTON     COMPANY    LIMITED. 

PROFIT   AND   LOSS  ACCOUNT,  for  year  ended  31st  March   1903. 


Cr. 


2,054 

17 

4 

2,369,620 

2 

3 

33.869 

9 

4 

2.335.750  «2   " 

104,360    7    a 
146,137    5    9 

435.787    8  10 

^02,656    5    3 
50,204    6    4 


PROFIT  AND   LOSS  ACCOUNT. 


Balance  brought  forward  as  per 
Directors'  Report  dated  8th  Sep- 
tember 1902 

Add  amount  of  interest  pre- 
viously included  in  the  pur- 
chase price  of  Messrs.  R.  F.  & 
J.  Alexander  &  Co.,  Limited, 

m  error 

Amount  previously  credited  to 
Profit  and  Loss  Account  as 
"  Profits  of  and  incident  to  the 
flotation  of  the  American 
Thread  Co.,"  now  written 
back  and  credited  to  Capital 
Reserve  Account 


Diduct  Reserve  Account  now 
transferred  to  Profit  and  Loss 
Account    


110,79a  »5    8 


1,240  10  II 


To  Directors'    Fees— March  to    September 
1902 

•  «  September      1902      to 

March  1903 

Law  Charges  and  Accountancy 
Depreciation     on    English   Plants,  Fur- 
niture, and  Fittings         

Depreciation     on       Barcelona       Plant, 
Furniture,  and  Fittings 

Debenture  Interest  for  one  year 

Special    Payments     made     during     the 
year :— 

C.  Diamond— Amount  voted 
by  Share- 
holders .  .£2,coo  o  o 

Awarded  by  the 
M  a  n  c  h  e  s  t  er 
C  haul  be  r  of 
Commerce  (for 
services  from 
April  to  Sep- 
tember 1902)  . .      500  o  o 


£     s  d 

2,082   3  9 

2,058    6  8 

33.869    9  4 

4.691  10  4 


£      s    d 


4,140  10    5 
2,060  15  10 


38,560  19     8 
40,000    o    o 


]ohn  Edward  Lawton  (for  half-year  to 
31st  March  1903,  as  |*er  agreement)  . 

Ex|)enses  of  Shareholders'  Investi.-a- 
tion  Couunitiee 


2,500    o    o 

1,500    o    o 

IU9  10  II 


Balance  carried  down 


—     4,109  10  II 
35.236  16  10 

£124,108  13    8 


£  s  d 

By  Manu'acturing  Profits 85,863  14  4 

Dividends  from  The  American  Thread 
Company,  The  Thread  Agency,  and 

The  Yarn  Agency       35.035  19  i 

Income  Tax— Balance  of  Account     ..  2,773  U  n 

Transfer  Fees       435  5  4 


s    d 


i2o.»99  13    5 


3.209    o    3 


By  Balance  brought  <iown,  being  Profit 
for  the  year  transferred  to  Balance 
Sheet        


£124,108  13    8 


£35.236  16  10 


III  accordance  with  the  provisions  of  the  Companies  Act,  1900,  we  Certify  that  all  our  requirements  as  Auditors  have  been  complied  with.    Our 
Report  to  the  Shareholders  accompanies  this  Balance  Sheet. 


Manchester,  2gth  July  1903. 


WM.  ASHWORTH.  ) 

JNO.  P.  GARNETT.        \  Joint  Auditors, 

JOHN  E.  HALLIDAY,    j 

Chartered  Accountants. 


Less  Profit  for  the  year  as  per 
Account    

Leaving  a  net  debit  to  be 
carried  forward  of 


112,601 

»3 

6 

224.635 
124.620 

0 
17 

I 

3 

100,014 

35.236 

2 
16 

10 
10 

64,777    6    o 
£3.339.663  12    3 


Manchester,  29th  July  1903. 


To  the  Shareholdtrs  0} 


THE    ENGLISH    SEWING     COTTON    COMPANY    LIMITED. 


Gentlemen, 


We  have  audited  the  Accounts  of  the  Company  for  the  year  ending  31st  March  1903.  and  *he  Balance  Sheet  of  that  date* 
and  have  to  report  that  such  Bilance  Sheet  is,  is  our  opinion,  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  ot 
the  state  of  the  Company's  affairs  as  shown  by  the  books  of  the  Company. 

Properties,  &c.— The  item  i;2.335.75o  12s.  iid.  is  explained  in  the  Balance  Sheet  itself,  and  the  remarks  we  desire  to  make 
upon  it  are,  that  the  Closed  Works  now  stand  at  /27,533  12s.  3d.,  that  the  item  of  "  C.oodwill  and  Trademarks  "  remams  unaltered 
at  the  sum  of  /448.941  15s.  3d.,  and  that  the  sum  of  /13.681  os.  3d.,  Capitol  Expenditure  at  the  Strutt  Branch,  includes  expenditure 
incurred  up  to  31st  March  1902  amounting  to  i['i  2,470. 


Depreciation  has  been  charged  at  the  following  rates : — 

On  Buildings,  including  Sprinklers 
„    Fixed  Plant  . .  . .  . .  •  • 

„    Loose  Plant  and  Machinery  . . 

„    Office  and  Warehouse  Furniture  and  Fittings,  a  sum  exceeding 


at  2^  per  cent, 
ti  5  •• 

..  7* 
..  10        ., 


—This  item  includes  the  foreign  trade  debtors,  the  accounts  of  which  are  kept  by  the  Company's  agents 
Central  Agency.  Limited.     Summarised  statements  thereof,  certified  by  Mr.  David  W.  Kidston,  one  of  the 


The  item  of  Depreciation.  £33,869  9<».  4d.,  in  the  Balance  Sheet  is  in  respect  of  English  plant  onlj,  and  does  not  include  ihe 
depreciation  charged  on  the  plants  of  R.  F.  &  J.  Alexander  &  Company.  Limited,  and  Ermen  &  Roby  (Armeotieres),  Limited, 
which  are  separately  dealt  with  in  the  accounts  of  those  companies,  lo  addition  to  the  item  of  LmM^^  9'-  4d.,  the  depreciation 
on  the  Barcelona  Mills,  amounting  to  £4.691  103.  4d.,  has  been  charged  against  the  Profit  and  Loss  Account. 

Subsidiary  Companies.— Balance  of  amounts  due  and  dividends  and  profits  yet  to  receive,  £146,127  58.  9d.,  compri*es  sums 
advanced  to  R.  F.  &  J.  Alexander  &  Company,  Limited,  and  Ermen  &  Roby  (Armentieres).  Limited,  (less  a  credit  balance  of  account 
with  the  English  Thread  Company),  as  well  as  the  dividend  of  £34,720  to  be  received  from  the  American  Thread  Company. 

Stocks-in-Trade.— Printed  instructions  are  issued  by  the  Head  Office  as  to  the  manner  in  which  the  stocks  are  to  be  valued, 
and  some  responsible  person  at  each  of  the  branches  has  certified  that  the  quantities  and  prices  are  correct,  and  are  token  in 
accordance  with  such  printed  instructions. 

The  Stock  Sheets  are,  in  all  cases,  signed  as  approved  by  a  member  of  the  Executive  Committee.  As  stated  in  the  B  ilance 
Sheet,  the  mode  of  valuation  is  "  at  cost  or  net  realisation  (whichever  is  lower),"  and  we  are  of  opinion  that  the  lines  laid  down 
in  the  printed  instructions  are  fair  and  reasonable. 

Sundry  Debtors 

for  foreign    trade,  the  Central  Agency.  ^ .w-. 

auditors  of  the  Central  Agency,  Limited,  have  been  produced  to  us 

Proper  provision  has,  in  our  opinion,  been  made  for  Bid  and  Doubtful  Debts  and  for  Discounts. 

Cash  at  Bankers  and  in  Hand.— We  have  \erified  the  cash  at  Bankers  and  at  the  Head  Office  and  at  some  of  the 
branches.  With  regard  to  cash  at  foreign  banks  and  agencies  under  the  control  of  the  Central  Agency,  our  remarks  under  the 
head  of  Sundry  Debtors  also  apply. 

Profit  and  Loss.— The  net  profit  on  the  year's  working,  alter  paying  £40.000  inteiesl  on  Debentures,  is  £35.236  J6s.  lod. 

In  the  last  Report  of  the  Directors,  the  question  was  raised  as  to  whether  the  sum  of  £ii2.(k)i.  represeniing  "profits  of 
and  incident  to  the  promotion  and  formation  of  the  American  Thread  Company,"  which  had  been  token  to  the  credit  of  Profit 
and  Loss  Account  for  the  year  ending  31st  March  1899.  should  have  been  so  dealt  with. 

At  the  request  of  the  Company's  Solicitors  we  considered  the  matter,  and  on  the  2nd  April  last  wrote  them  that  in  our 
opinion  the  sum  of  £112.601  could  not  be  properly  treated  as  profit.  Subsequently  the  opinion  of  Counsel  was  obtained,  who 
advised  that  the  account  should  be  amended  by  debiting  the  said  sum  of  £112.001  to  Profit  and  Loss,  and  passing  a  corresponding 
amount  to  the  credit  of  a  "Capital  Reserve  Account."  Counsel  further  adxised  that  the  whole  of  the  sum  appearing  in  the 
Balance  Sheet  of  31st  March  1902  to  the  credit  of  "  Reserve  Account"  might  properly  le  applied  in  reduction  of  any  sum 
stonding  to  the  debit  of  Profit  and  Loss  Account.  In  the  present  accounts  the  opinion  of  Counsel  on  both  these  points  has 
been  given  effect  to. 

• 

There  has  also  been  deb-ted  to  Profit  and  Loss  Account  a  sum  of  £1.240  10s.  iid.,  interest  paid  on  the  purchase-money  for 
the  Ordinary  Shares  in  R.  F.  &  J.  Alexander  &  Company,  Limited,  which  had  been  erroneously  taken  in  the  Balance  Sheet  at  31st 
March  1899.  and  subsequent  Balance  Sheets,  as  part  of  the  cost  of  those  Shares,  and  the  like  amount  has  been  deducted  from 
the  Capital  Expenditure. 

After  making  these  adjustments  the  amount  at  the  debit  of  Profit  and  Loss  Account  is  £64,777  6s.  od. 

We  are,  Gsntlemen, 


Your  obedient  Servants, 


WM.  ASHWORTH 
]NO.  P.  GARNETT 
JOHN    E.  HALLIDAY 


A  uditors. 


) 


Chartered  AccoHHtants. 


CHAPTER    XXIII. 


THE    CRITICISM    OF    ACCOUNTS. 


A  CRITICISM  of  accounts  in  detail — such  as 
involves  an  inquiry  into  the  detailed  record  of 
individual  transactions,  or  even  such  as  involves  an 
inquiry  into  the  summarised  effect  of  such  transac- 
tions with  a  view  to  verifying  the  i)eriodical 
summaries  (as  exemplified  by  Balance  Sheets  and 
l»y  various  forms  of  Revenue  Accounts) — comes 
properly  under  the  heading  of  Auditing,  and  can 
therefore  only  be  dealt  with  superficially  in  the 
course  of  the  jiresent  work.  For  the  same  obvious 
reason  it  is  imi)ossible  to  discuss  at  length  the 
importance  of  such  an  inquiry  being  conducted  only 
by  those  who,  by  their  previous  training,  are  properly 
qualified  to  undertake  the  discharge  of  duties  which, 
it  must  be  admitted,  are  of  a  highly  technical  and 
responsible  nature.  At  the  same  time,  the  present 
work  woultl  not  be  complete  without  some  brief 
reference  to  the  subject,  if  only  for  the  reason  that 
those  who  do  not  pose  as  being  expert  Auditors  may 
require  some  guidance  as  to  the  circumstances  under 
which  it  is  exjjedient  that  they  should  seek  the  aid 
of  professional  assistance. 

In  approaching  this  portion  of  our  subject,  it  is 
perhaps  desirable  to  draw  attention  to  the  exact 
nature  of  those  ac(!ounts.  that  would,  under  ordinary 
circumstances,  fall  into  the  hands  of  a  layman,  upon 
which  he  might  require  to  exercise  his  critical 
faculties,  with  or  without  professional  assistance. 
Shortly  stated,  such  a  position  of  affairs  may  arise 
when  (i)  the  proprietor  (or  proprietors)  of  an  exist- 
ing business  contemplate  a  sale  of  the  whole,  or  a 
portion,  thereof  to  a  purchaser,  or  to  an  incoming 
partner;   (2)  when  a  proposed  partner  is  contem- 

f 


Ijlating  joining  an  existing  undertaking;  (^^)  when 
those  interested  in  the  formation  of  a  new  company 
(or  when  those  contemplating  the  jiurchase  of  an 
existing  business)  are  desirous  of  acquiring  a 
specified  undertaking ;  (4)  when  a  shareholder  in  an 
existing  company  is  desirous  of  forming  a  reliable 
oi)inion  as  to  its  jX)sition,  with  a  view  {a)  to 
increasing,  or  (b)  to  reducing  his  present  holding. 
Under  any  of  the  above  circumstances,  it  is  obvious 
that  there  is  legitimate  ground  for  a  critical 
inquiry  into  the  position  of  affairs.  Under  other 
circumstances  there  may  for  various  reasons  be  a 
desire  to  become  intimately  acquainted  with  the 
position,  and,  according  to  the  point  of  view,  other 
special  questions  may  possibly  have  a  bearing  ujxjn 
such  an  inquiry  ;  but  the  circumstances  recited  above 
comprise,  it  is  thought,  the  legitimate  grounds  of 
ixmd  fxlc  inquiry  into  the  position  and  prospects  of 
an  existing  undertaking,  and  for  the  imrjKises  of 
this  work  attention  may  therefore  be  usefully 
confined  within  these  limits. 

NATURE  AND  LIMITATIONS  OF  ACCOUNTS. 

Having,  for  the  sake  of  convenience,  thus  to  some 
extent  limited  the  possible  basis  of  inquiry,  it  mav 
be  pointed  out  that  a  criticism  of  the  jiosition  and 
prospects  of  an  undertaking  based  upon  any  of  the 
objects  above-mentioned  must  of  necessity  to  a  verv 
large  extent  be  confined  to  a  more  or  less  detailed 
— and  in  almost  all  cases  (if  the  inquiry  is  to  be 
useful)  expert — inquiry  into  the  accounts,  which  are 
the  record  of  the  transactions  engaged  uix)n  and  a 
summary  of  their  result. 


In   cases  where   the   accounts   relate   to   business 
ventures    that    have    Keen    entirely    comi)letecl,    the 
record   can,   as   a   rule,   l>e   very   conveniently   sum- 
marised in  the  form  of  a  simi)le  Cash  statement  of 
summarised  recei])ts  and  payments.     This,  as  has 
already   been   mentioned,   is  the  form   of   accounts 
almost   exclusively    required    by    the    Courts  from 
accounting   parties  ;    and,    inasmuch    as    accounting 
parties  are  not    as    a    rule    called  upon  to  furnish 
interim  accounts,  the  requirements  in  this  respect  are 
l)erhaps   less  inadequate   than   might   at   first   sight 
have  appeared  to  be  the  case.     Every  completed 
venture   of   a   business   nature   is  capable   of  being 
recorded  with  something  approaching  completeness 
in  the  form  of  a  Cash  statement,  and  being  in  that 
form    it    is    capable    of    the    nearest    api)roach    to 
verification  that  is  ever  possible  in  connection  with 
matters  relating  to  accounts.     That  being  so,   the 
conservatism  of  the  Courts  in  adhering  to  the  Cash 
Account   may   to   some   extent   at   least   be   readily 
understood,  for  although  the  Cash  Account,  unsuj)- 
jKjrted    by    other    accounts,    is    rarely    capable    of 
completely  disclosing  the  whole  iX)sition  of  affairs, 
it  does  at  least  possess  the  merit  of  being  capable 
of  being  absolutely  verified — a  quality  which  is  not 
possessed  by  Balance  Sheets,  and  only  to  a  limited 
extent  by  Revenue,  Profit  &  Loss,  or  Income  & 
Expenditure,  Accounts. 

Very  little  reflection  as  to  the  nature  of  business 
transactions  and  accounts  will,  however,  suffice  to 
show  that  while  a  business  venture  is  still  being  con- 
tinued a  Cash  Account  is  insufficient  to  enable  any 
definite  opinion  to  be  forme<l  either  as  to  its  position 
or  prospects,  in  that  the  Cash  Account  only  records 
transactions  that  have  been  actually  completed, 
while  at  any  given  moment  while  the  venture  as  a 
whole  remains  a  going  concern  numerous  uncom- 
pleted transactions  must  remain  pending  which  will 
materially  affect,  and  may  entirely  alter,  the  jxjsition 
of  affairs  as  disclosed  by  the  sim[)le  Cash  Account 
recording  the  effect  of  completed  transactions.  The 
general  scheme  of  the  science  of  accounting  is  such 


that  when  a  business  venture  as  a  whole  has  been 
comi>leted  all  the  Ledger  Accounts  will  of  necessity 
be  closed,  and  therefore  show  no  balance,  for  the 
function  of  the  various  Ledger  Accounts  is  to  weigh 
the  various  transactions  of  different  classes  pro  and 
C(fM,  and  to  show,  in  the  form  of  Ledger  balances 
under  different  headings,  the  nature  and  money  value 
of  those  which  at  any  given  moment  may  remain 
uncompleted.     These  uncomplete<l  transactions  are 
recorded  by  means  of  Ledger  balances  <jf  Real  or 
Personal  Accounts,  and  as  such  may,  at  any  time 
when  the  books   have  been   completely   written   up 
and  balanced,  be  marshalled  together  into  a  Balance 
Sheet,  which  will   then  summarise  the  jMJsition  of 
affairs  at  that  date.    But  because  the  undertaking  is 
a  going  concern,   and  because  the  various   Ledger 
balances    that    comprise    the     Balance     Sheet     do 
represent  the  [)osition  of  a  series  of  un«'ompleted 
business  transactions,  it  must  necessarily  follow  that 
in  the  vast  majority  of  cases  absolute  accuracy  is 
hardly  to  be  looked  for,  and  the  best  which  can 
under  any  normal  circumstances  be  ex|)ected  is  that 
the    figures    comprised    in    a    Balance    Sheet    may 
represent  a  fair  valuation  of  the  financial  effect  of 
the  various  transactions  remaining  uncomjjleted,  as 
estimated  by  capable  and  reasonably  prudent  busi- 
ness   men.      As    has    already    been    stated,    it    is 
customary  for  going  concerns  to  prepare  at  regular 
intervals  (generally  annually)  Balance  Sheets  for  the 
information  of  interested  [)arties,  and  these  Balance 
Sheets,   if   properly   compiled,   should   enable   com- 
{Hitent  persons  to  form  a  reliable   idea   as   to   the 
|)osition    of    affairs.      It    cannot,    however,    be    too 
strongly  insisted  uj)on  that  under  no  circumstances 
can  they  be  regarded  as  statements  of  fact,  or  state- 
ments which  it  is  iK)ssible  for  the  most  skilful  or 
impartial  person  to  absolutely  verify,  in  the  strict 
sense  of  the  term.     They  are  but  estimates  which, 
according  to  the  nature  of  the  circumstances,  may 
sometimes  be  expected  to  be  very  closely  borne  out 
by  actual  results  in  the  future,  but  which,  on  the 
other  hand,   in   some   cases  cannot   reasonably   be 
expected  to  a£ford  more  than  a  rough  indication  of 
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the  possible  course  of  subsequent  events.  This  is  a 
IK)int  which  it  is  important  should  be  borne  in  mind 
by  all  who  take  upon  themselves  the  task  of 
criticising  the  published  Balance  Sheets  of  going 
C(mcerns. 

On  the  other  hand.  Revenue  Accounts  (the  term 
being  used  in  its  generic  sense,  as  comprising 
Trading  Accounts,  Profit  &  Loss  Accounts, 
Manufacturing  Accounts,  Income  &  Expenditure 
Accounts,  &.C.)  are  summaries  of  Nominal  Acctjunts 
which  record  under  convenient  headings  transactions 
that  have  taken  place  during  the  period  under 
review.  In  so  far  as  these  transactions  are  absolutely 
completed,  the  figures  in  the  Revenue  Account  may 
be  relie<l  uiK)n,  so  far  as  they  go,  as  absolute  state- 
ments of  fact ;  but  in  so  far  as  they  comprise 
uncompleted  transactions — and  the  Revenue  Account 
of  any  going  concern  will  to  a  large  extent  be  made 
up  of  such — they  suffer  of  necessity  from  the 
limitations  already  referred  to  in  connection  with 
Balance  Sheets.  In  this  connection,  it  will  perhaps 
not  be  amiss  to  reniin<l  the  reader  that  (as  described 
on  page  20)  a  Revenue  Account  is  in  fact  a  com- 
bination of  a  Cash  Account  and  of  the  Balance 
Sheets  of  the  commencement  and  close  of  the  period 
covered  by  that  account.  It  therefore  possesses  in 
a  measure  the  advantages  and  drawbacks  of  both 
the  sources  from  which  it  is  compiled. 

CiOODWILL. 

In  criticising  accounts  from  any  of  the  points 
of  view  enumerated  at  the  commencement 
of  this  chapter,  it  is  well  to  bear  in  mind  that  any 
inaccuracies  that  may  be  discovered  in  the  record 
(including  under  this  heading  any  differences  of 
opinion  between  the  critic  and  the  compiler  of  the 
accounts)  affect  not  merely  the  estimate  of  the 
profitable  nature  of  the  business  and  the  value  of  its 
net  tangible  assets,  but  al.so — and  to  the  uninitiated 
to  an  unexi)ectedly  large  extent — the  value  of  the 
(loodwill.  The  question  of  Coodwill  lies  somewhat 
outside  the  scope  of  the  present  work,  and  no 
attempt  can  therefore  be  made  to  deal  exhaustively 
with  the  .subject  in  these  pages.  It  may  be  pointed 
out,  however,  that  whenever  a  business  changes 
hands,  if  it  be  of  such  a  nature  as  to  produce  a  profit 


in  excess  of  a  reasonable  rate  of  interest  on  the 
Capital  invested  and  reasonable  remuneration  f<jr 
the  proprietor's  time  in  managing  it,  it  possesses  a 
(ioi)dwill  of  some  value,  varying  from  one  to  perhaps 
five  years'  purchase  of  the  surplus  profits  so 
indicated.  In  special  cases  the  valuation  might 
])ossibly  range  even  higher.  It  must  thus  be  obvious 
that  it  would  be  worth  the  while  of  a  dishonest 
vendor  (or  proposed  vendor)  to  pay  necessar}- 
expenses,  or  to  fictitiously  increase  business  profits, 
out  of  his  own  pocket,  if  by  so  d(jing  he  could 
secure  a  purchaser  for  the  undertaking  who  wouhl 
pay  him  from  one  to  five  times  the  amcjunt  by  which 
he  had  falsified  the  accounts  in  question.  From  the 
point  of  view  of  an  intending  purchaser  it  is,  there- 
fore, especially  important  that  accounts  should  l>e 
carefully  criticised  ;  and  the  same  remark,  it  need 
hardly  be  i)ointed  out,  applies  to  the  intending 
investor  in  a  company  formed  to  take  over  an 
existing  undertaking. 

COMPENSATION  CASES. 

Another  occasion  upon  which  careful  criticism  of 
accounts  is  called  for  is  when  some  public  body — 
as,  for  example,  a  local  authority  or  a  railway — has 
obtained  the  sanction  of  the  Legislature  to  com- 
pulsorily  acquire  the  premises  occupied  by  a 
business,  upon  condition  of  compensating  those 
whom  it  clisplaces.  The  amount  of  compensation 
to  be  paid  in  these  cases  is  (in  default  of 
mutual  arrangement)  fixt^d  by  arbitration,  and  not 
infrequently  a  difliculty  arises,  in  that  the  accounts 
which  have  been  kept  in  the  i)ast  are  incomplete, 
and  therefore  fail  to  fully  and  clearly  disclose  the 
actual  i)osition  of  affairs.  Such  data  as  is  available 
under  these  circumstances  may  naturally,  like  most 
other  things,  be  regarded  from  two  points  of  view, 
and  the  following  account  of  a  pro  forma  arbitra- 
tion, organised  by  the  Edinburgh  Chartered 
Acrountants  Students'  Society  a  short  time  since, 
will,  it  is  thought,  be  especially  instructive  to  the 
reader,  as  indicating  the  nijrmal  procedure  under 
such  cases,  and  the  manner  in  which  such  incom- 
plete accounts  may  be  approached  by  the  parties 
upon  both  sides,  with  a  view  to  ascertaining  the  true 
value  of  the  business  comprised  in  the  reference. 
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NOTE  OF  ARBITRATION  PROCEEDINGS,  carried  out  at  Meeting  of  the 
Chartered  Accountants  Students'  Society  of  Edinburgh,  held  in  the  Hall  of  the  Society  of  Accountants, 
27  Queen  Street,  Edinburgh,  on  Thursday,  i.sth  March  1903,  at  8  p.m. 


Claimant— A.  BLACK,  Wine  and  Spirit  Merchant,  North  Bridge,  Edinburgh. 

Kcspouihnts-YWV.  NORTHERN  RAILWAY  CO. 

.4 r/;/7tr— FRANCIS  MORE,  Esy.,  C.A. 

Counsel  fur  Claimant — W.  ROSS  TAYLOR,  Esy.,  Advocate. 

Counsel  fur  Respondents—].  HOSSELL  HENDERSON,  Esv).,  Advocate. 

Accountant  for  Claimant—].  MILNE  HENDERSON,  Eso,,  C.A. 

Accountant  for  Respondents — W.  D.  STEWART,  Esy.,  C.A. 


THE    CRITICISM    OF    ACCOUNTS. 


Under  powers  contained  in  a  special  Act  of  Parliament,  the  Northern  Railway  Company,  by  notice  dated 
nth  November  1902,  took  over  the  properly  in  North  Bridge,  Edinburgh,  consisting  inter  alia  of  a  Shop  in 
which  A.  Black  had  carried  on  the  business  of  Wine  and  Spirit  Merchant  since  1890.  The  Respondents  offered 
the  Claimant  /^j,ooo  as  compensation,  but  this  was  declined,  and  accordingly  the  amount  fell  to  be  ascertained 
by  Arbitration. 

The  parties,  by  a  Joint  Minute  dated  1st  December  1902,  appointed  Mr.  Francis  More,  C.A.,  to  be  sole 
Arbiter.  Mr.  More  accepted  the  Office  of  Arbiter  on  2nd  December,  and  on  that  date  issued  an  Order  calling 
upon  the  Claimant  to  lodge  a  written  statement  of  his  Claim  within  14  days,  and  allowing  the  Respondents  to 
see  and  answer  the  same  within  14  days  thereafter. 


In  response  to  the  Order  the  Claimant  lodged  the  following  Claim,  viz. : — 

1.  For  the  Goodwill  of  the  said  business,  which  cost  the  Claimant 

;f5,ooo  in  1890,  and  which  has  increased  in  value  owing  to 
the  successful  business  carried  on  by  the  Claimant,  and  is 
now  lost  through  the  compulsory  removal  of  the  Claimant 
from  the  premises 

2.  Loss  arising  through  the  compulsory  realisation  of  Stock 


3.  Loss  on  realisation  of  Fittings  and  Utensils 

Total 


;f 9,000  o  o 
500  o  o 
SCO    o    o 


...    ;^io,ooo    o    o 


Answers  were  lodged  for  the  Respondents  to  the  effect  that  the  Claim  was  excessive. 

The  Arbiter,  on  the  motion  of  parties,  fixed  Thursday,  12th  March,  at  8  p.m.,  for  the  commencement  of 
the  Proof. 

The  Accountant  Witnesses  for  the  parties  had  respectively  prepared  the  Profit  and  Loss  Accounts  shown 
overpage — 
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I.-PROFIT  AND  LOSS  ACCOUNT  for  the  Five  Years  ended  nth  November  1902, 

prepared  for  the  Claimant. 


By  Shop  Drawings... 

Year 

18978 
/'6,240     1 

6 

Yeitr 
18989 
jf6,5oo    2 

10 

Year 

1899  1900 

/■7,i76     I 

9 

Vtrar 

1900  r 
^■7,280  II 

4 

Year 

1901  2 

;f7,02O       6 

8 

TouL 
/'34.217     4 

I 

To  Purchases 

„    Wages 

„    Rent      

„    Taxes,        Rates, 
Licence,    and 

£i^975    6 
431   10 

300    0 

2 

6 
0 

428    9 
300     D 

6 
0 
0 

A.326     1 
442     7 
350    0 

5 
9 
0 

;f  4,642      18 

447     0 
350     0 

2 

I 
0 

A»5io     5 
460     I 

350    0 

3 

8 

0 

/'21.646  10 
2,209     9 
1,650     0 

6 
0 
0 

Insurance     ... 
„    Coals  and  Gas... 

„    Repairs 

„    Petty  Expenses.. 
„    Balance,         Net 

94  10 

53     5 
13     f> 
70    3 

0 

6 

7 
5 

95     t 

34  15 
20     7 

62  17 

6 

9 
6 

4 

96     I 

35    0 
14  19 
80    2 

9 

7 
I 

9 

97     2 
37     I 
35     I 
71     4 

9 
6 

2 
3 

98  10 

31     2 
14     I 
82     6 

0 

9 
5 
2 

481     6 
171     6 

97  15 
366  13 

0 

I 

9 
II 

Profits 

1.321  19 

;f6,240       I 

4 
6 

1,366  12 
;f6,50o    2 

3 
10 

1,83 r     8 
;^7.i76     I 

5 
9 

1,600     3 

;{"7,280      It 

5 

4 

1.473  19 
^■7,020    6 

5 

8 

7.594     2 

10 

£54^217     4 

I 

Average  Profits  of  Five  Years,  ;f  1,518  i6s.  yd. 

Note.— The  Stock  is  assumed  to  be  the  same  at  the  lieginning  and  end  of  each  year. 

J.  MILNE  HENDERSON,  C.A. 

II.-PROFIT  AND  LOSS  ACCOUNT  for  the  Three  Years  ended  nth  November  1902, 
on  the  basis  of  percentage  on  Cash  Drawings  prepared  for  the  Respondents. 


Shop  Drawings       

By  Estimated  Gross  Profits,  ^^fi  per  cent,  on  above 
I^rawings      

To  Wages  (including  £4  per  week  paid  to  Proprietor) 

Kent        

Rates,  Taxes,  and  Insurance 

Excise  Duty      

Business  Expenses      

Interest  on  Capital      

5  per  cent,  on  ;f  7,000   (l)eing  price  of  Goodwiii 
£5,000,    and     Stock    and    Fittings,    &c.,     less 
Liabilities,  ;{"2,ooo). 
To  Balance,  being  Estimated  Net  Profits 


Total 


Year  Year  Year 

18991900  1900-1  1901-2 

jf7,i76     I     9  ;f 7,280  II     4  £"7,020    6     8    ;f 2 1,476  19    9 


£2,392    o    7  ;f 2,426  17     I  ;{'2,340    2    3      i:7.i58  19  II 


i^5o  7  9 

350  o  o 

56  I  9 

40  o  o 

130  2  5 

350  O  O 


;f655     o  I 

350  .  o  o 

57     2  9 

40    o  o 

143     6  II 

350    o  o 


£"668     I  8 

350     o  o 

58  10  o 

40     o  o 

127  10  4 

350    o  o 


815     8     8        831     7    4   I     746 


;t'i.973     9     6 
1,050    o    o 

171  14    6 

120  00 

400  19     8 

1,050  o    o 


2,392  16    3 


^^'392     o     7  £2,426  17     I  £-2,340    2     3      £-7,158  19  n 


Average  Profits  of  Three  Years,  £"797  12s.  id. 


The  books  kept  were  : — 


W.  D.  STEWART,  C.A. 


'■  ^'rSivId  hit^^^k.^^*  according  to  law,  to  record  the  quantities  and  particulars  of  all  Spirits 

^'  ^^'pTymenTJ"'^'  ^"^^^^ '"  ""^^^  ^^'^  ^"^^'^^^  ^*  *^^  ^"^  °^  ^^^^  ^^y  ^^e  cash  received  in  cash 

3.  Bank  Pass  Books. 

4.  Cheque  Counterfoil  Books. 

The  Invoices  and  Receipted  Accounts  were  kept  and  bundled  each  year 

madJ'by^slm^^^^NTymenrimo^^^^^       ,l\  ^'\^}  contain   entries  of  :-(i)  Bank  Cheques  and  payments 
Salary  weekly.  ^^^y™^"*^  >n^o  Bank;    (3)  Cash  drawn  by  Proprietor  other  than  £4  entered  in  uLie  o£ 

No  Stock  Sheets  were  ever  made  up  by  Claimant. 

The  Premises  were  held  under  lease  expiring  on  nth  November  1906.  rent  £"350  per  annum. 
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The  following  is  a  copy  of  the  Precognition  Report  by  J.  Milne  Henderson,  C.A.,  Edinburgh  : — 

1  have  examined  the  Hooks  of  A.  H.,  Wine  and  Spirit  Merchant,  North  Bridge,  Kdinburgh. 

The  bcoks  consisted  of  Kxcise  Stock  Hooks,  Shop  Drawings  Rooks,  FJank  Pass  Hooks,  and  Cheque  Counterfoil  Hook.  There 
were  also  produced  to  me  the  Invoices  and  receipted  Accounts  for  the  whole  period  of  A.  U.'s  occupancy.  From  these 
sources  I  have  prepared  the  following  Statements. 

I.  List  0/  Shop  Drawings  from  March  iStjo  when  .\.  B.  took  over  the  business.    The  Drawings  are  as  follows,  viz. : — 
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Average  of  five  years  18^-1902,  ;f 6,843. 

The  daily  Drawings  were  arrived  at  by  taking  the  amount  in  the  till  at  the  close  of  business,  and  allowing  for  cash  payments 
and  money  put  in  for  change  in  the  morning.  Ttie  Drawings  have  increased  from  /icmper  week  in  the  year  iS«»o-qi  to  i;'i40  per 
week  in  the  year  1900  01  an  increase  of  40  per  cent.  The  Drawings  show  a  remarkably  steady  increase,  the  only  decreases  being  in 
1894-5  and  U)oi-2.  I  cannot  account  for  the  former  year's  decrease,  but  I  understand  the  Rreat  increase  in  Working-men's  Clul>s, 
and  the  war  have  something  to  do  with  the  fall  in  1901-2.  As  these  Clubs  are  sure  to  be  reduced  in  the  near  future.  I  do  not  attribute 
any  importance  to  the  decrease  in  the  year  ir)oi-2.  I  think  that  in  fixing  the  Compensation  in  this  case  the  Profits  for  that  year 
should  not  be  made  the  basis,  but  that  the  average  Profits  of  the  fre  years  to  iitb  November  i<)02  should  be  taken. 

(2)  Purchases.- -These  were  made  up  from  the  Invoices  and  Receipted  Accounts.     The  amounts   shown    in    the    Proht   and 
Loss  Account  are  the  payments  for  Stock  made  in  each  of  the  five  years  ending  nth  November  icjoa. 

The  difference  between  the  Purchases  and  the  Drawings  show  a  Gross  Profit  of  3674  per  cent.,  and  the  accuracy  of  this  I  have 
tested  in  the  following  way  : — 

I  ascertained  from  the  Kxcise  Hook  and  from  the  Brewers'  and  other  invoices  the  total  quantity  of  liquor  brought  into  the  business 
during  the  five  years  and  the  cost  of  same. 

Against  this  1  put  what  the  liquor  yielded  at  so  many  glasses  to  the  gallon,  and  so  much  per  glass  of  Spirits  and  Beer  respectively 


The  total  cost  was  (agreeing  with  the  Profit  and  Loss  Account) 
And  the  estimated  yield  on  this  basis  was 


i^-!  1.646 
33-500 

/'1. 854 


Equal  to  a  gross  profit  of  3538  per  cent. 

Over  a  period  of  five  years  I  consider  this  a  satisfactory  test  of  the  correctness  of  the  Gross  Profit  brought  out  in  the  Profit  and 
Loss  Account 

I  have  assumed  the  Stock  at  the  beginning  and  end  of  the  period  to  be  the  same.  Stock  was  taken  on  A.  B.'s  entry  in  1890  and 
amounted  to  ;(^2,ooo,  but  I  understand  this  was  too  small  a  Stock  to  work  the  business,  and  it  had  to  be  increased  by  /200  or  ;^300. 
Stock  was  not  taken  asain,  but  last  week  it  was  sold  off  and  realised  only  ^['1,700.  I  consider,  therefore,  that  by  leavmg  the  Stock 
out  of  account  m  the  Profit  and  Ix>ss  Account  that  the  Profits  are  under  rather  than  over-suited,  moreover  the  State  which  I  prepared 
to  test  the  accuracy  of  the  Drawings,  proves  that  the  Stock  could  not  have  increased. 

(3)  Business  Expenses. — The  Wages  are  those  shown  in  the  Cash  Book  with  the  exception  of  /208  per  annum  (£4  per  week) 
drawn  by  the  Proprietor  in  respect  of  salary.  I  consider  that  the  Proprietor's  salary  does  not  form  a  change  against  the  Profits  in 
estimating  the  amount  payable  for  the  Goodwill  of  a  Business  to  be  fixed  under  an  Arbitration.  The  Rent,  Taxes,  and  other 
expenses  are  the  actual  sums  paid  as  shown  by  the  Cash  and  Cheque  Counterfoil  Books,  and  in  numerous  cases  vouched  by 
receipted  Accounts.  1  have  found  from  the  receipts  that  the  Claimant  paid  for  Fittings  at  his  entry  £(ioo,  and  that  he  has  kept 
them  in  full  repair  since.     These  Fittings  are  practically  of  no  value  if  removed. 

The  result  shown  by  the  Profit  and  Loss  Account  is  as  follows : — 
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Average  of  five  years  ;f  1,516  i6s.  7d. 


I  consider  that  a  fair  sum  to  be  allowed  to  the  Claimant  for  Com- 
pensation is  six  years  profits  on  the  above  average,  say 

I  also  consider  that  Claimant  is  entitled  to  Compensation  for  loss 
on  Fittings 

And  for  loss  on  forced  realisation  of  Stock  . . 
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The  Precognition  of  William  Daniel  Stewart,  C.A.  (Accountant  for  the  Respondents),  was  as 
follows : — 

I  am  a  Chartered  Accountant  in  Edinburgh,  and  have  been  in  practice  for  the  p.ist  six  years.     I  have  examine]  the  Books  kept 
by  the  Claim.int,  Mr.  A.  Black,  Wine  and  Spirit  Merchant,  North  Bridge,  Edinburgh.    These  were  as  follows  :— 

(i)  The  Excise  Stock  Book,  commonly  called  the  Permit  Book,  showing  the  quantities  of  Spirits  received  in  stock. 

(2)  The  Shop  Cash  Ik>ok,  showing  the  daily  Cash  Drawings  and  Cash  Payments. 

(3)  The  Bank  Pass  ftooks,  and 

(4)  The  Cheque  Counterfoil  Books. 

The  Bookkeeping  was  of  a  very  elementary  nature,  the  Cash   Book  never  being  balanced,  while  it  did  not  show  any  Bank 
transactions.     In  my  opinion  the  Claimant  ought  to  have  kept  the  following  books: — 

(i)  Cash  Book,  incorporating  the  Bank  transactions,  balanced  weekly. 

(2)  Invoice  Book,  recording  the  Goods  purchased. 

(3)  Ledger,  to  which  the  Cash  and  Invoice  Books  would  fall  to  be  posted. 

The  Stock  ought  to  have  been  taken  at  regular  intervals,  so  as  to  show  the  Gross  Profit  on  the  I  u  >iness. 

I  have  prepared  a  Statement  from  the  Cash  Book  showing  the  Drawings  and  Expenses  from  18^9  to  1902. 

In  regard  to  the  Drawings,  I  find,  on  the  assumption  that  the  Cash  Book  is  correct,  that  they  are  as  follows  : — 


Year  1899- 1900 
,.  1900-1901 
„     1901-1902 


£  s  d 

7,176  I  9 

7.280  II  4 

7,020  6  8 


Or  average  weekly  Drawings  of  /137  13s.  id. 


The  business 


It  will  be  observed  that  the  Drawings  for  the  year  1901-2  are  less  than  those  of  the  previous  year  by  ;{'i6o  4s.  8d. 
would  appear,  therefore,  to  be  a  declining  one. 

As  before  stated,  no  Invoice  Book  was  kept.  The  Claimant's  Accountant  has  prepared  his  Statement  of  Purchases  from  the 
Invoices  only.  As  no  stock  was  taken  either  at  the  beginning  or  the  end  of  the  period,  a  proper  Profit  and  Loss  Account  cannot  be 
made  up.  The  Stock  cannot  possibly  be  the  same  at  all  times.  In  a  case  of  this  kind,  the  Gross  Profit  can  only  be  arrived  at  by 
taking  a  percentage  on  the  Cash  Drawings.  I  have  bad  a  great  deal  of  experience  in  regard  to  Wine  and  Spirit  Merchants'  businesses 
both  in  Edinburgh  and  Glasgow,  my  connection  being  partly  as  Trustee  on  Estates  having  Interests  in  such  businesses,  and  partly 
owing  to  my  being  connected  with  people  in  the  trade.  In  my  opinion  33^  per  cent,  on  the  Drawings  would  be  a  fair  (iross  Profit  in 
a  business  of  this  kind.  It  would  be  a  more  exact  method  of  arriving  at  the  Gross  Profit  than  by  Invoices  where  some  might  be 
wanting.  In  this  connection,  I  have  made  special  enquiry  regarding  the  Gross  Profits  of  Public  Houses,  apart  from  those  I  have 
to  do  with  professionally.     The  enquiries  made  confirm  my  views,  for  instance  : — 

A  shrp  in  the  neighbourhood  of  Nicolson  Street  earns  a  Gross  Profit  of  6s.  6d.  per  £;  a  shop  reu*  Leith  Street  earns  a  Grass 
Profit  of  (s.  6d.  per  £,  and  so  on. 

I  believe  that  33^^  percent,  is  the  usual  Gross  Profit  earned.  In  my  knowledge  the  Inland  Revenue  authorities  look  upon  33'^  per 
cent,  as  the  usual  Gross  Profit  earned  in  a  Public  House.  They  would  be  surprised  if  the  Publican  admitted  he  earned  more.  A 
great  many  Public  Houses  earn  only  from  25  per  cent,  to  30  per  cent.,  especially  where  a  very  large  carrying-out  trade  is  done.  In  the 
average  business  33',  per  cent,  is  a  fair  Gross  Profit.    On  this  basis  the  Gross  Profit  would  be  as  follows  : — 


Year  1899-1900 
„  1900  1901 
„     1901-1902 


£       s  d 

2,392    o  7 

2,426  17  I 

2,340    2  3 


Out  of  these  Gross  Profits  have  to  be  paid  the  Expenses     These  expenses  are  the  same  as  those  made  up  by  the  Claimants 
Accountant  with  the  exception  of  (i)  Wages  (which  include  £.i  per  week  paid  to  the  Proprietor),  and  (2)  Interest  on  Capital. 

In  regard  to  Wages,  in  my  experience,  a  business  drawing  /138  weekly  cannot  be  worked  under  ^^13  weekly. 

Barman  ..  ..  ..  .. 

4  Barmen  ..  ..  ..  .. 

I  Cook 
3  Boys 


This  business  was  worked  by  the  Proprietor.  It  is  proper,  therefore,  that  his  wages  should  be  charged,  as  if  he  did  not  work,  an 
experienced  barman  would  have  to  be  employed.  I  am  aware  that  the  Inland  Revenue  would  not  pass  this  sum  as  a  charge  on  the 
business. 

In  Limited  Companies,  however,  it  is  usual  to  charge  against  the  Profits  a  sum  for  management  to  the  Managing  Director. 

I  have  charged  interest  on  Capital  against  the  Profit. 


£ 

s 

d 

4 

0 

0 

6 

0 

0 

I 

5 

0 

I 

lO 

0 

£12 

15 

0 

288 


ADVANCED    ACCOUNTINQ. 


This  must  be  done  before  arriving  at  the  Net  Profit.  The  Capital  involved  is  /Is.ooo.  the  price  of  the  Goodwill  in  i8<)o,  and  £i,oco. 
the  difference  between  the  Assets  consisting  of  Stock  and  Fittings  and  Liabiliiies.  Interest  on  this  sum  of /7.000  is  ^350  per  annum, 
at  5  per  cent.  It  is  the  practice  of  Accountants  to  debit  Profit  and  Loss  with  Interest  on  C  ipital  before  arriving  at  the  Net  Profit. 
This  is  done  in  the  audit  of  the  books  of  private  firms.  In  view  of  the  short  Lease  the  Claimant  ought  to  have  charged  Profit  and 
Loss  with  such  a  sum  each  year  as  would  give  him  back  his  whole  Capital  at  its  expiry.  I  have  charged  an  exact  sum  of  £350  as 
Interest  on  the  assumption  that  the  Capital  involved  always  remained  the  same,  viz.,  ;{l7,ooo. 

I  consider  that  the  rent  paid  by  the  Claimant  for  his  premises  (dso)  as  too  high.  A  fair  rent,  in  my  opinion,  would  be  £zoo. 
This  would  tell  against  the  sale  of  the  Goodwill  in  the  open  market.  The  Kents  of  Public  Mouses  have  l>een  taken  in  cises  of  this 
kind  at  2\  times  the  week's  drawings.  This  is  also  my  experience  of  Public  House  Kents.  In  this  case,  with  Drawings  of  ;f  138,  iha 
Kent  should  be  ;f3io. 

A  most  important  point  in  connection  with  a  Public  House  Business  is  the  Lease.  In  this  case  there  are  only  four  years  to  run. 
A  business  with  this  short  lease  is  not  of  much  value  to  a  purchaser  unless  the  landlord  agrees  to  a  renewal. 

There  is  no  difficulty  in  selling  the  Goodwill  of  a  Public  Mouse  with  a  ten  or  fifteen  years'  lea.se.  The  rent  has  already  been 
raised  from  iicxt  to  /350,  and  would  have  probably  been  raised  again  at  the  expiry  of  the  lease  in  Martinmas  u)o6.  Landlords  have 
a  nasty  habit  of  doing  this.  The  Claimant  would  have  been  in  a  much  stronger  position  if  he  had  owned  the  property.  In  my 
opinion,  the  Goodwill  of  this  business  is  of  comparatively  little  value. 

Magistrates  have  for  some  time  had  in  view  the  reduction  of  licenses,  and  might  possibly  have  done  away  with  this  one. 

In  Glasgow  at  the  present  time  they  are  considering  the  reduction  of  licenses  in  a  certain  district.  This  shows  the  precariousness 
of  licenses. 

Again,  many  publicans  insure  their  licenses  with  an  Insurance  Company  of  this  kind.     In  a  recent  case,  where  a  publican  lost 
his  license,  which  was  insured,  the  Insurance  Company  denied  liability  without  giving  any  reason  for  so  doing.     After  charging  all 
expenses  as  detailed,  the  Net  Profits  would  be  : — 

£     ■    d 
Year  1899-1900  ..  ..  ..  ..  ..  815    8    8 

„     1900-1901  ..  ..  ..  ..  ..  131     7    4 

„     1901-1902  ..  ..  ..  ..  ..  746    ^    3 

Or  an  average  Profit  of  £797  12s.  id. 
In  regard  to  the  amount  of  Compensation,  I  am  of  opinion  that  three  years'  purchase  of  the  Net  Profits  would  be  ample : — 


That  would  amount  to  . . 

To  which  add  I.oss  on  realisation  of  Fittings 

Total  Compensation 


£  *  d 

2.392  i6  3 

200  o  o 

£2,592  16  3 


I  consider  this  a  fair  sum,  looking  to  the  fact  that  only  four  years  of  the  lease  have  to  run. 

In  recent  cases  the  Claimant  has  been  awarded  about  four  years'  purchase  of  the  net  Profits.  In  the  case  of  Taylor  and  <*# 
North  British  Railway  Co.  the  Claimant  was  awarded  four  years'  purchase.  Then,  again,  in  the  case  of  MacUnniH  and  the  North 
British  Railway  Co.  the  Claimant  was  awarded  six  years'  purchase,  but  he  owned  the  property.  This  puts  a  different  complexion 
on  the  matter. 

The  main  points  on  which  the  witnesses  differed  were  as  follows : — 

(i)  Managers  Salary  (£4  per  week),  which  had  been  drawn  by  the  publican.  It  was  argued  for  the  Claimant  that  this  should 
be  looked  on  as  drawings  to  account  of  Profit,  and  should  not  be  charged  in  asceruining  the  Net  Profit  which  was  to 
be  the  basis  of  compensation.  It  was  argued  for  the  Kespondents  ttiat  this  salary  could  be  earned  elsewhere,  and 
that  it  was  drawn  for  work  done,  as  otherwise  a  paid  Manager  would  have  been  necessary.  It  was  also  argued  that, 
had  the  Profits  only  been  sufficient  to  meet  this  salary,  no  compensation  in  respect  of  Profit  would  have  been 
payable. 

(2)  Inttrest  on  Capital.— The  Claimant's  witness  held  that  this  was  not  a  proper  charge  in  asceruining  Profits  in  a  case  of 
this  kind.  On  the  side  of  the  Respondents  it  was  argued  that  such  Interest  must  be  charged  before  arriving  at  the 
Profit. 

Other  points  which  were  discussed  were,  how  far  should  the  expiry  of  the  lease  in  four  years  affect  the  compensation,  the  falling 
off  in  the  Profits,  the  defective  system  of  bookkeeping,  and  whether  this  should  tell  against  the  Claimant.  Many  other  points  were 
brought  out  on  which  there  is  usually  difference  of  opinion. 
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renrS^n.^  ^^^"^  *«  ^^•"'^^t'lat  j^e  sum  to  be  awarded  under  the  head  of  what  is  called  in  the  claim  "  Goodwill "  should 
E?naT^^  many  years  purchase  of  the  Net  Profits.  The  Claimant  asks  six  years'  purchase  of  an  average  yearly  Profit  of  ;f  1,500. 
oeing  l,j,ooo :  the  Respondents  say  that  three  years'  purchase  of  an  average  annual  Profit  of  ;f797,  being  £2.yji,  would  be  ampl^ 

ton  h^H  ^^^""'^"^(p'", the  Respondents  stated  that  the  Claimant's  bookkeeping  was  faulty,  and  that  the  rent  of  the  premises  was 
smaller  ih J  u?«fi*  .rw^^'^^u'^  correctly  stated,  the  mode  of  bookkeeping  adopted  is  of  no  moment,  and  if  the  rent  had  been 

smaller  the  Profits  would  have  been  larger,  which  would  have  been  better  for  the  Claimant. 

Pr«fif  "Jl^?^i  *°  **'**  ^  ^^^^  *?  ^^y  ^^  *°  *^®  average  Profits  brought  out  by  the  Claimant  and  Respondents  respectively.  I  adopt  the 
Profit  and  Loss  statement  submitted  for  the  Claimant.  1—7.  ^ 


imant  states  his  average  annual  Profit  at  ;f  1,5 18;  the  Respondents  state  it  at  only  ;^798,  being  a  difference  of  £720. 
.01  i^i7o  this  difference  arises  from  the  different  modes  adopted  in  arriving  at  the  gross  Profits.  In  bringing  out  the 
tne  Claimant  deals  with  what  I  must  hold  to  be  artnal  fitmrps  nrttwithct^nriinn  0I1  tu^*  .„oc  o»;j  »♦  »k«  « 1  «„  u^u^\e 


The  Claimant 

C^^uJ^^H^tZ^  ^!^°  "..=.  uMicrence  arises  irom  me  aiiterent  modes  adopted  in  arriving  at  the  gross  Profits.  In  bringing  out  the 
o?T.  W?c^„5  ^'«'"?*nt„<'ea's  v^ith  what  I  must  hold  to  be  actual  figures,  notwithstanding  all  that  was  said  at  the  pr<x)f  on  behalf 
Drefpf  .h*  r?o;^  !•■  'h«^'*espondents.  on  the  other  hand,  assume  33i  per  cent,  of  the  Drawings  to  have  been  the  Gross  Profit  I 
preier  the  Claimant  s  mode  of  arriving  at  the  Gross  Profits. 


w««k^whi/hTifi  r^fj/^^?  °^i*l*  difTerence  arises  from  the  Respondents  charging  against  Profits  interest  on  Capital  and  £4  per 
week  which  the  Claimant  paid  to  himself  in  name  of  wages.  00-0  f  **  *~ 

an-iv'in?l?tvT'pro?f=^xrr^®"/^i?*u  '""^"^^  on  Capital  and  all  expenses  of  management  ought  to  be  deducted  before 
r^ZlIng  wi!L  a':^of^Go*id:;i;i  p'ure  kSrsTm^S."'*"  "'^'"^  "'^'  ^  '^'"'•"  "'^  "**  P'^^^*"*'  ^"^^  *=  '  ^'"'^ ''  ^^^^  ^^  °— ^ 

..  or^c"n^^int^«„^fh^?>*  case  the  business-notwithstanding  its  being  well  organised  and  managed- had  only  paid  expenses  and 
to  the  busing,      I  hnM  ?hP/^/  .employed,  no  one,  I  think    would  have  said  that  there  was  any  marketable  Goodwill  attaching 

KuiiI\V^^>^rj^  '\  "'*  !i!  ?®  Business  and  Goodwill  of  a  firm  to,  say,  a  limited  liability  company,  it  is  a  convenient  and 
nritnirTlIc  i  "f"r?J5f  ^,'^*'"  ^  f^ke  it  as  worth  so  many  years' purchase  of  the  Net  Profits  But  I  donot  thSk  Ae 
hl!!n2  h^!^  one  of  Goodwill  at  all;  it  is  simply  a  case  for  determining  the  Compensation  to  be  paid  to  the  Claimant  for 
having  his  lease  cut  short  by  nearly  four  years.  But  I  think  it  was  quite  essential  to  find  out  what  Profit  the  ctai^nt  hi 
been  deriving  from  his  business,  and  therefore  the  evidence  led  on  that  point  was  very  necessary.  Claimant  had 

«.„f35^r**"^  important  point  to  keep  in  view  is,  that  the  Chiimant  is  to  be  deprived  of  a  business  from  which  he  could 
Zng'S;!rn?xUh?L?r"Sy^^^^^  "'""^  °°  '^'^  ^^P'^''  '"^   ^'^   «""«^^-S  "'^^  ^^  *<»  ^roo<;Tye:r'5'cl^'r  SSS 

th«  ^n*nSf''"*".K'*l*^1u  *^»"*'*  ''*i''®  *°  ^  *"™^  °"*  °f  th«  premises  without  Compensation  at  the  expiry   of  his  lease-  but 

^  ^?vf  ^'^  ^^^^  '^  *''®  Respondents    had   not  appeared    he  would   have   got    a   renewal       The    Respondents  mS'h^ 

acquired  the  premises   under  burden   of  the   lease,  and    by  waiting    till  1906  could   hav^  entered   free    bSbrLT  time  S! 

Claimant  would  have  pocketed  between  three  and  four  years'  Profits.  enierea  tree,  out   by   tnat    ume  the 

n«.J?c^ri!?'  ^°*'?^?'"' tp  be  kept  in  view  that  the  Claimant  is  free  to  carry  on  his  business  elsewhere  if  he  can  secure  licensed 
Sn^rt^^^nf  ?h  r" '"  ^^^  P°s'»>o.".of  a  license  holder  who  has  been  ejected  from  his  premises  under  the  powers  confSS^^y  SmS 
of  Parliament,  the  licensing  authorities  would  no  doubt  look  favourably  on  any  application  he  might  nSce  for  leave  to  ca?^-  on 
hrm!fZ°Srrrr'r;  ^'P^'*"^  *^  ***  '^^  ^'"^^^  conducted  his  business  cJedi^Tbly.     As,  however  the  ClafmanTis  up  in^SaS^ 

aSd  r^e7;i  f  v»i  .oM  *"  ""^  a  °**'  "T^""'^ ''  '°  ^^^^  ^*^  ^«  ""^V  ^  ^^^^  '°  »"*°se  ^  ^^^^^^^^  ^^  the  license  to  another  iSS' 
and  receive  a  valuable  consideration  for  the  transfer.  «"wuicx  luune. 


Taking   all   the 
bead  of  the  Claim. 


circumstances   into  account,  I  think  a  sum  of  £3.500  would  be  suitable  Compensation  to  allow  under  this 


ARBITER'S  AWARD. 

The  Claimant  claims  the  sum  of  i!io,ooo  in  respect  of  compulsory  removal  from  licensed  premises  of  which  be  holds  a  lease 
expiring  Martinmas  1906.     The  Kespondents  have  tendered  the  sum  of  ;^3.ooo. 

The  Claimant  has  occupied  the  premises  since  1890,  and  I  am  informed  that  he  is  now  well  up  in  years,  which  I  take  to 
mean  that  he  is  rather  old  to  take  kindly  to  a  new  venture. 

It  is  admitted  that  he  paid  £5,000  in  iSgo  for  the  lease,  and  that  since  then  the  volume  of  business,  as  well  as  the  Profits, 
have  considerably  increased.  I  do  not  think  I  am  called  upon  to  inquire  what  value  attached  to  the  premises  in  1890. 
The  Claimant  may  have  made  a  good  bargain,  or  he  may  have  made  a  bad  bargain  ;  that  has,  to  my  mind,  little  to  do  with  the 
present  question,  which  is.  What  value  now  attaches  to  the  lease  of  the  licensed  premises  which  the  Claimant,  through  the  action  of 
the  Respondents,  is  forced  to  give  up  ? 


have  lik^to  hLi  JL^?o  T  ^^'O'tems  of  Claim,  in  respect  of  compulsory  realisation  of  Stock,  Fittings,  and  Utensils.  I  should 
at  Dric«5  no?mu?h^i.  "rK*°''V"i*  Valuation  of  the  Stock,  &c.  A  publican's  Stock  ought  to  be  comparatively  easy  to  realbe 
at  prices  not  much  below  cost ;  but  the  fittings  and  utensils  would  probably  not  yield  much.  y        y  ^»  «»*« 

I  tbiik  U*I  Sriw  A*r??n^j;i?/i!lf*.?®/°^*'  ^"^  "r*^'"^  1°^  ^^  ^^'^^'  ^'"ings,  and  Utensils,  which  were  sold  last  week,  was  £1.700. 
i  uuoK  u  1  allow  £500  in  place  of  the  two  sums  of  £500  claimed  I  will  be  doing  substantial  justice  to  the  Claimant. 

Resi^id«nfrIirJl!^ii\?*"  "^"^  °"*j°  ^"®  *=°"''=*'  ^"''  therefore,  be  for  a  lump  sum  of  £4.000.  As  this  is  more  than  tbe 
Kespondents  tendered,  they  must  pay  tbe  whole  expenses  of  the  Arbitration. 
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ADVANCED     ACCOUNTINa. 


In  order  to  add  to  the  completeness  of  this 
chapter,  the  author  has  been  in  rommunication  with 
the  Honorary  Secretaries  of  the  various  Chartered 
Accountants  Students'  Societies,  and  thnuigh  the 
courtesy  of  them  and  of  their  respective  Committees, 
he  is  enabled  to  reproduce  various  pro  foniid 
accounts  which  have  engaged  the  attention  of  their 
respective  Societies  at  meetings  specially  convened 
to  instruct  students  in  the  science  of  criticising 
accounts.  The  pro  forma  Balance  Sheets,  &<•., 
appended  have  in  all  cases  been  carefully  compiled, 


with  a  view  to  illustrating  certain  specific  weak 
points  which  call  for  careful  attention  upon  the  part 
of  critics.  It  is  thought,  therefore,  that  their  careful 
study  will  be  found  instru<tive  to  those  who  may 
desire  to  follow  the  subject  further.  It  may,  how- 
ever, be  added  thiit  the  only  real  basis  upon  which 
atcniiiits  may  be  usefully  criticised  is  a  complete 
audit,  and  that  therefore  those  who  may  desire  to  go 
into  the  sul)ject  fully  must  of  necessity  master  the 
subject  of  Au<liting  in  all  its  manifold  aspects. 
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THE    LEEDS    AND    DISTRICT 


Chartered  Accountants   Students^  Association. 


HIDES,     LIMITED 

(A  Company  registered  withuiit  Articles  of  Assuciatiun). 


Directors: 
H.     GASKELL     BLACKBURN     (Chairman), 
J.     DAVIS, 
C.     A.     WOOLSTONE. 


Secretary : 
F.     CLEMONS. 


Auditor: 
J.     W.     BURRELL. 


DIRECTORS'     REPORT. 


To  be  submitted  to  the  first  Annual  Meeting   of   Shareholders,  to  be  held  at  the  Board  Room.  Albion  Place. 
eeds.  on  Thursday,  the  3rd  day  of  March  1898.       The    Directors   have   pleasure   in    presenting    the   Accounts  of  the 
Company  to  the  Shareholders. 

Full  and  satisfactory  explanations  of  the  Accounts  and  position  of  the  Company  will  be  given  at  the  Meetin- 
which  the  Directors  hope  will  be  well  attended. 

Mr.  C.  A.  Woolstone  is  the  retiring  Director  and  offers  himself  for  re-election. 
The  Auditor,  Mr.  Burrell,  also  retires  and  oflfers  himself  for  re-election. 

H.     GASKELL    BLACKBURN 
Chairman. 

V  2 
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ADVANCED    ACCOUNTING. 


THE  LEEDS  AND  DISTRICT  CHARTERED  ACCOUNTANTS  STUDENTS'  ASSOCIATION. 

HIDES,     LIMITED. 

BALANCE    SHEET,    December    31st     1897. 


Capital  and  Liabilities. 


To  Nominal  Capital  — 

20,000  Shares  of  £5 


Capital  Account — 

"A"    10,000   Ordinary    Shares, 
£2  los.  paid 

"B"    10,000    Ordinary    Shares, 
£5  paid  


Less  Calls  in  arrear 

Less  Forfeited  Shares. . 

Loan  on  Debenture  Bonds,  4  per  cent. 

Loan  by  Directors 

Sundry  Creditors 

Bills  Payable 

Directors'  Fees        

Reserve  Fund  

Balance  of  Profit  and  Loss  Account 


£  5  d 

100,000  o  o 

25,000  o  o 

50,000  o  o 


Property  and  Atsels 


75.000 

0 

0 

30 

0 

0 

74.970 

0 

0 

270 

0 

0 

74.700 

0 

0 

10,000 

0 

0 

5,000 

0 

0 

1,000 

0 

0 

448 

10 

8 

1,000 

0 

0 

2,000 

0 

0 

289 

0 

0 

By  Plant,  Machinery,  Fixture8,  and  Tools,  &c., 

at  Cost  

,  Gootlwill  

,  Stock-in-Trade  

,  Sundry  Debtors        

,  Preliminary  Kxp^nses        

a  Bills  Receivable        

,  Cash  in  Bank  on  Current  Account  £8.221    4 

Less  Cheques  not  presented  . .  301     4 


Cash  and  Bills  in  hand 

Cash  in  Bank  on  lX'ix»il  Account        

Mu  Burrell,  Auditor,  In  resi«ct  of  future  charges  . . 
Deposit  on  Purchase  of  U.  Ankrupt  &  Co.'s  Tannery 


14.982  IS  It 

11.231    4    7 

36.589  «7    6 

8.756    5    3 

73    4    o 

433  10    6 


7,920    o    o 

855  12  II 

}/)00     o     o 

300    o    o 
4,700    o    o 


£94.437  »o    8 


£94437  >o    8 


PROFIT    AND    LOSS    ACCOUNT    for    the   Year   ending   December    31st    1897. 


s   d         £        s   d 

28,621    8    4   ■  By  Sales 

,    Purchases 48.234    »    7 

Lms  Discount 1.963    »    6 


To  Stock-in-Trade,  January  ist,  1897 


,    Wages  and  Salaries 
,    Balance,  Gross  Profit 


To  Commission 

,  Carriage  and  Freight         

,  Rent 

,  Rates,  Taxes,  and  Insurance 

,  Maintenance  and  Repairs 

,  Rope,  Paper  and  Stationery 

,  Coal  and  Oil,  &c 

,  Bad  Debts 

,  Depreciation  of  Machinery 
,  Interest  and  Bank  Charges 
,  General  Exyienses.  Auditors  Fee,  Post- 
ages, and  Petty  Cash,  &c 

,  Interest  on  Debentures 

,  Balance  carried  to  Balance  Sheet 

_  Profit  carried  down 


-  46.271 
25,211 

I 

3 

3 

i5.»75 

8 

0 

£ii5.::78 

19 

8 

8,231 

3 

I 

416 

0 

10 

500 

0 

0 

478 

0 

2 

256 

>5 

2 

10.) 

2 

6 

165 

10 

9 

Less  Discount  . . 


80,091  12    4 
1,902  10    2 


,     Sale  of  Old  Machines,  &c 

,    Stock-in-Trade,  December  31SI  1897 
,    Rent  ..        ••        


£       s    d 

78,189    a    9 

509  "    3 

36,080    6    3 

500    o    o 

£115.278  19    8 


By  Gross  Profit 
,    Transfer  Fees 


I5.«75    8    o 
14    a   6 


525    I 
4<j6  16 


1.924     4     3 


204  II 

400    o 

1,662    4 


8 
o 


4,211 


o    o 


£15,189  10    6 


June  30th. 


To  Interim  Dividend- 
Ordinary  Shares  "A"  £2  los.  od. 
paid  6  per  cent,  per  annum  . . 

Ordinary  Shares  "B"   £5  paid 
6  per  cent,  per  annum . . 


1,500    o    o 
3,000    o    o 


4,500    o    o 
£4,500    o    o 


By  Balance  Profit 
.    Loss  on  Year's  Working 


£15,189  10    6 


4.aii    o   o 
389   o   o 


£4,500    o    o 
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MANCHESTER    CHARTERED    ACCOUNTANTS 

STUDENTS'     SOCIETY. 


THE     HOLDFAST     IRONWORKS    COMPANY    LIMITED, 
Holdfast,  neap  Barrow-in-Fupness. 

(A  Company  Registered  without  Articles  of  Association.) 


Directors 


THOS.  PLIIMPTON,  Chairman. 
A.  S.  BREWIS 
S    LORD. 


C.  H.  WILLIAMS. 

W.  C.  BARRETT,  Junr. 

ROGER  N.  CARTER. 


Solicitors : 
TAXED  COSTS  &  CO. 

Auditors: 
GREGORY    BLUNDERITT.  |  FRITZ    CATCHEM. 

Bankers  : 
WILDE    THYME    BANK.   LIMITED. 

Secretary : 
CHARLES     JORDAN. 

Registered  Offices  .—STANDARD    CHAMBERS,   65    KING    STREET,    MANCHESTER. 


REPORT    OF    THE    DIRECTORS. 
To  be  submittfd  to  the  Eighth  Annual  Meeting  of  Shareholders. 

Your  Directors,  in  submitting  herewith  the  Annual  Balance  Sheet,  &c. ,  at  30th  June  1897,  regret  to  report  a  loss  of 
/'12,34c  2s.  gd.,  which  increases  the  adverse  balance  to  /i8,33i  os.  2d.  Under  the  circumstances,  they  advise  that  the 
Company  be  wound  up  voluntarily,  and,  at  the  Extraordinary  Meeting  to  be  held  at  the  conclusion  of  the  Annual  Meeting, 
a  resolution  to  that  effect  will  be  pro(>osed. 

The  amount  of  /29,52i  i8s.  iid.  added  to  Capital  during  the  year  includes  all  Renewals,  but  ordinary  Repairs 
have  been  charged  to  Revenue.  The  amount  of  /io,467  3s,  5d.  includes  interest  on  the  Debentures  raised — to  re-instate 
the  Mine  after  the  inburst  of  water — from  the  date  of  the  receipt  of  the  money  up  to  the  time  when  the  damage  was 
repaired,  and  this  your  Directors  consider  a  proper  charge  to  Capital. 

T.     PLUMPTON.    Chairman. 
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MANCHESTER  CHARTERED  ACCOUNTANTS  STUDENTS*  SOCIETY. 

THE    HOLDFAST   IRONWORKS   COMPANY   LIMITED. 


Dr. 


TKADING  ACCOUNT  for  Year  ending  30th  June  1897. 


Cr. 


To  Purchases  

,   Wanes 

,   Discounts,  Allowancrs,  &c 

„   Balance  carried  to  Profit  and   Loss 
Account,  beinK  Gross  Profit 


£      s  d 

408,619   5  3 

250,307  14  I J 

30,451     8  4 


£ 

s 

d 

689,468 

8 

6 

41,306 

12 

I 

/;73o.77o 

•5 

7 

^'^^ 

By  Sales 

I.efn  Stock  at  30th  Jnne  1N96 


Ailil  Stock  at  30th  June  1897 


£        «  «! 

725.915  '»  3 

65.3>*2  7  • 


660,533  II  a 
70.241  9  5 


PROFIT   AND   LOSS   ACCOUNT. 


To  Royalties 

,  Carriage,  Freight,  &c 

,  Repairs,  &c 

a  Salaries,  &c 

,  Directors  and  Auditors 

,  Travelling  Exiienses   . . 

,  Rents-,  Rates,  and  Taxes 

,  Horses,  Wagons,  &c 

,  Provision  for  Bad  Debts 

,  Sundry  Trade  Expenses 

,  Interest  on  Debentures 
,   Provision  for  Income  Tax     .. 
,   Interest  on  Calls  paid  in  advance 
,   Bank  Interest 


£      s 

9,022  6 
5."4  3 
7.4f>5  II 
4,821  12 
4.120  5 
2,610  7 
1.570  8 
1,005  14 
6,285  16 
4,026    7 


4,500  0 

500  0 

4  7 

3.148  J5 

0 
0 
6 
9 

46,042  13    7 


8.153     3     3 


By  Gross  IVofit,  as  per  Trading  Account 

,    Cottage  Rents  

„    Inti-rcst  on  Unpai«l  Calls  . . 
a    Sus|<cnse  Account  . . 
-    Loss  during  the  Year 


£54,195  16  10 


BALANCE  SHEET,  at  30th  Jane  1897. 


Capital  and  Liabilities. 

Kominal  Capital— 
20,000  Shares  at  £50  each 

Shcres  Isivtd— 
30,000  Shares  at  £35  called 
Less  1,000  Shares  forfeited     £35.000 
Deduct  Calls  paid  thereon     3,000 


£         s    A 
1,000,000    o    o 


Less  Calls  in  Arrear 


30,000 
.   2,500 


Add  Calls  paid  in  Advance  . . 

Debentures — 

ist  Issue  at  5  per  cent 

and    .     at  6       .         

Bank  Overdraft       

Less  2nd  Issue  Debentures     . . 

Sundry  Creditors— 

On  Open  Accounts         

,    Bdls  Payable 

,    Provision  for  Income  Tax 
,               ,           Wages,  Rent,  Taxes, 
&c 


700,000    o    o 


27,500    o    o 


672,500    o    o 
100    o    o 


50,000    o    o 
50,000    o    o 


80,000    o    o 
30,000    o    o 


40,564  2  I 

20,725  9  6 

500  o  o 

1,784  4  9 


672,600    o    o 

100,000    o    o 
30,000    o    o 


63.373  j6    4 


Property  amd  Assst*. 

Land,    Buildings,    Mines,    Furnaces, 
Mills,  Machinery,  Cottages,  &c.,  on 

30th  June  1896 

Add  Adilitions  during  the  Year    . . 

,     Cost  arising  through  Inburst 

of  Water       

Slocks  on  hand,  30th  June  1897 
GiHutwill 

Formation  Expenses        

Sumtry  Ihbtors — 

On  OiH-n  Accounts       

,    Bills  Receivable 

/.MS  Provision  for  Bad  Debts 

Royalties  paid  in  Advance 

Loss  arising  through  late  SecreUry's 

Defalcation,  with  Interest  adde«l     . . 
Profit  ami  Loss  Account— 

Loss  at  30th  June  1896 

,    this  Year 

CasA  in  band         


£866,173  16    4 


£         s    d 


730.775    o    7 


£730.775    o    7 


£         s    d 

41,106  IJ     I 

227  14  II 

4S  ")    3 

269    7  10 

I2,3|6    2    9 


£54,195  16  10 


%    d 


568,072  19    9 
2>.5ll    18   II 

10.467     3     5 


85.425    7    3 
40,2  )i     6    4 


608,082  2  I 

70,141  9  5 

40  000  o  o 

1,6  o  u  o 


Ii5.7«6  13    7 
6,2»5  16    7 


5.984  17    5 
I2.346    *    9 


119,430  17    o 
5,640  18    6 

2,8it  15     I 


iS,33i    o    a 
35  M     « 


£866.173  16    4 


Audited  and  found  correct,  subject  to  Keport. 


G.  BLUNDERITT. 
FRITZ   CATCHEM. 
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CH\KTERED     ACCOUNTANTS     STUDENTS'     SOCIETY     OF     LONDON. 


THE      FAIRWEATHER       ENGINEERING       COMPANY,       LIMITED 

(Tahli  "  A  "  ik'us  adopted  instead  of  drawing  up  special  Articles  0/  Association.) 


Directors. 
HORATIO   BLUFFK,   Esq.,  Chairman  (Hekbert   Lanham). 
DAVID  QUERY,  Esq.  (Sydney  G.  Colb). 
F.  G.  G'.NNV-PIGGE,   Esq.  (James  Sawers). 


Solicitor. 
FOLF.Y  O.   DEED.   Esq.  (R.   F.   \V.   Fincham). 

Secretary. 
JAMES   ROUTINE  (G.   P.   Carter). 


Auditor. 
A.   B.  TICKEM.   Esq.  (E,  C.   Pegler). 

Bankers. 
BULLION  &  CO..   LIMITED. 


Registered  Offices. 
FAIRWEATHER.    BLANKSHIRE. 


REPORT    OF    DIRECTORS 

To   be  submitted    to   First  Annual   General   Meeting. 
Gentlemen, — 

Your  Directors  regret  to  have  to  report  that  the  results  of  the  Company's  operations  for  the  first  year  have 
been  far  from  satisfactory.  The  great  depression  in  trade,  combined  with  the  high  prices  of  raw  material,  more 
especially  coal  and  iron,  have  been  the  principal  causes  of  this  unlooked-for  result.  Further,  we  have  been  greatly 
hampered  by  the  fact  that  the  Cash  Working  Capital  provided  by  the  first  issue  of  Shares  has  proved  totally  inade- 
quate. However,  your  Directors  feel  confident  that  a  far  lietter  result  will  be  shown  in  the  current  year,  provided 
that  Shareholders  will  subscribe  for  more  Preference  Shares — it  being  the  intention  of  the  Board  to  issue  20,000  of 
these  at  once— and  thus  provide  sufficient  cash  to  enable  us  to  complete  the  orders  we  have  in  band,  and  enable  us 
to  buy  on  more  favourable  terms.  The  Company  has  a  splendid  stock  of  raw  material  on  hand,  and  orders  are 
coming  in  well ;  the  price  of  coal  is  dropping  daily,  and  everything  points  to  a  prosperous  future.  Your  Directors 
therefore  confidently  recommend  the  Preference  Shares  as  a  sound  investment,  and  it  only  remains  for  the  Share- 
holders to  subscribe  liberally  to  the  issue,   full   particulars  of  which  will  be  sent  you  shortly. 

The  Auditor,  Mr.  A.   B.  Tickem,  retires,  but  offers  himself  for  re-election. 

HORATIO  BLUFFE.  Chairman. 


MEMORANDA. 

Extracts  from  original  Prospectus: — 

(i)    All  expenses  incidental  to  the  formation  and  registration  of  the  Company,   up   to   and   including  allotment,  will 
be  paid  by  the  Vendor. 

(2)    The  business  will  be  taken  over  as  a  going  concern  as  and  from  January  ist  1899. 


The  Company  was  registered  on  March  31st  1899,  and  went  on  allotment  on  April  21st  1899. 


T->V   "  A "   was  adopted,   instead   of  drawing  up  special   Articles  of  Association. 
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CHARTERED  ACCOUNTANTS  STUDENTS'  SOCIETY  OF  LONDON. 


THE     FAIRWEATHER     ENGINEERING     COMPANY.     LIMITED. 


BALANCE    SHEET,    31st    December    1809. 


Liabilities. 

To  Share  Capital- 
Nominal — 
150,000    Shares  (Ortlinary)  of   £1 


each 


100,000  Sharfs  (Preference)  of  £1 


each 


s    d 


150.000    o    o 


100,000    o    o 


s   d 


Assfts. 


By  Sundry  Debtors- 
Trade  [.oans  an<l  Calls 
Hills  Receivable     ,    . . 


£      »  d 

24,630     I    6 
4,010    o    o 


«   d 


Issued— 
80,000  Ordinary  Shares  of  £1  each 

(fully  called  up) 

40,000  Prefcremce   Shares  (5%)  of 

£1  each  (fully  called  up). . 


Sundry  Creditors — 
Trade    . . 
Rent  and  Sundries 


£250,000    o    o 


80,000    o    o 


40.000 

0 

0 

6,000 

375 

6 

0 

3 
0 

Loan  at  5%,  secured  on  Lease 


120,000    o    o 


6.375    6    3 
500    o    o 

£126,875    6    3 


Suspense  Account        

Cash  at  Bank 240    8    6 

a      in  hand 724    9    8 

»>rasehold  Premises 

Plants  and  Machinery 

Stock,  Ac- 
Work  in  progress      8,100    5    2 

Compleleil  Work  in  Store  . .  ..  18,021  o  4 
Stores  and  Materials  ..  ..  i4>9'^i  '  ' 
Stationery,  &c jno    t    4 

Investments  at  par 

Goodwill  and  Patent  Rights,  &C.     . . 

Preliminary  lixprnses 

Profit  and  Loss  Account 


28,640    I 
836    4 


964  18    2 


2O,O0O 
12,480 


41,602    8    o 


5,000 

13.728 
642 

2,961 

0 
0 
8 
2 

0 
0 
3 

2 

£126.875 

6 

3 

I  have  examined  the  above  Balance  Sheet  with  the  Books  and  Vouchers  of  the  Company  and  certify  them  to  l)o  in  accordance  therewith.  No 
Depreciation  has  been  written  ofl  Leaseholds,  Plants,  and  Machinery,  and  the  correctness  of  the  Balance  Sheet  is  subject  to  this,  and  the  value  of 
the  Investments  being  as  stated  above.  ^.^..„».     ^    ,-. 

A.  B.  TICKBM,  Auditor. 

February  23rd  1900, 


PROFIT    AND    LOSS    ACCOUNT    for    the    Year    ended    December    31st    1899. 


ToiWages  and  Materials  on  Jobs  completed 

,    Royalties  

,    Gross  Profit 


£ 

s     d 

2.932 

4     7 

",704 

6    8 

9,863 

'5     I 

£44,500    6    4 


To  Rent,  Taxes,  Gas,  Accident  Claims,  &c 2,906  i  1 

,    Directors'  and  Auditors'  Fees,  Bad  IXbts  and  Salary 

of  Managing  Director,  &c 3,001  6  8 

,    Office  Salaries  and  Expenses,  Travellers',  Postages 

and  General  Expenses,  &c 3.606  o  9 

,    Repairs 100  o  o 

,    Allowances  off  Sales 1,964  2  1 

,    Bank  Charges 147  6  8 

,    Donation  to  War  Fund 100  o  o 

£11,824  17  3 

To  Balance,  Net  Loss 1,961  2  2 

A  dd  Preference  Dividend  paid  for  the  six  months 

to  June  30th        1,000    o  o 

£2,961  2  2 


£  •  d 

By  Sales — 

General 39>ooo  6  4 

Patent  Rights 3,000  o  o 

»    Profit    on    Uncompleted    Contracts 
(Proportion) 

By  Gross  Profit         

»    Balance,  l>cing  Net  Loss 


•   d 


44,000    6    4 


300    o    o 

£44,500    6    4 


9.863  15     I 

1,961      2     2 


£11,824  17    3 
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THE     FAIRWEATHER     ENGINEERING     COMPANY,    LIMITED. 

BALANCE    SHEET,    December    31st    1899. 


Revaluations, 
&c.,  made  by 
Committee  of 
Investigation 

Revaluations, 
&c.,  made  by 
Committee  of 
Investigation 

1.xahilitit% 

To  Share  Capital- 
Nominal— 
150.000  Shares  (Ordinary)  of  £1  each 
100.000      ,      (Preference)    ,        , 

£        sd 

150,000    0  0 
100,000    0  0 

£       sd 

80,000    0  0 
40,000    0  0 

6,000    6  3 
375    0  0 
500    0  0 

1,000    0  0 

2,500    0  0 

A%%ti% 

By  Sundry  Debtors- 
Trade,  Loans,  and  Calls 
Bills  Receivable             

»     Suspense  Account           

„    Cash  at  Bank         

»        «      in  Hand         

,     Leasehold  Premises         

.     Plant  and  Machinery       

»     Stocks,  &c. — 

Work  in  Progress          

Completed  Work  in  Store      . . 

Stores  and  Materials 

Stationery,  &c 

«     Investments  at  par          

,     Goodwill  and  Patent  Rights,  &c. 

,     Preliminary  Expenses 

,     Profit  and  Loss  Account 

£       sd 

24,630    1  6 

4,010    0  0 

856    4  8 

240    8  6 

724    9  8 

20,(KXI      0  0 

12,480    3  6 

8,100    5  2 

18,021    0  4 

14,981     1  2 

500    I  4 

5,oco    0  0 

13,728    0  0 

642    8  3 

2,961     2  2 

£      sd 

24,630    1  6 
4,010    0  0 

£250,000    0  0 

240    8  6 

724    98 

19,500    0  0 

12,180    0  0 

8,100    5  2 

17.001     0  0 

13,860    0  0 

4C0    0  0 

S,oo(»    0  0 

9,728    0  0 

642    8  3 

14,358  13  2 

Issued— 
80,000   Ordinary   Shares  of  £1  each 

(fully  called  up)            

40,u(x>  Prelerence  Shares  (5%)  of  £1 

each  fully  called  up 

«    Sundry  Cre<iitors — 

Trade          

Rent  and  Sundries          

a     Loan  (rt  5%  securcMl  on  Lease    . . 

,     Reserve  lor  Bati  Debts 

.     Reserve    for    Depreciation    of    Invest- 
ments           

80,000    0  0 

40,(MK>     0  0 

6,000    6  3 
375    0  0 
500    0  0 

£126,873    6  3 

£130.375    6  3 

£126.875    6  3 

£130.3-5    6  3 

I  have  examined  the  above  Balance  Sheet  with  the  Books  and  Vouchers  of  the  Company  and  certify  them  to  be  in  accordance  therewith. 
No  Depreciation  has  been  written  ofl  Leaseholds,  Plant,  and  Machinery,  and  the  correctness  of  the  Balance  Sheet  is  subject  to  this,  and  the  value  of 
the  Investments  being  as  stated  above. 

A.     B.    TICKEM, 

A  udUor. 


February  23rd  1900. 


PROFIT    AND    LOSS    ACCOUNT    for  the  Year  ended  December  31st  1899. 


To  Wages  and  Materials  on  Jobs  completed 

a    Royalties         

«   Gross  Profit 

,   Amount  written  off  Stock  of  Materials 
,  Amount  written  off  Completed  Stock  . . 


To  Rent,  Taxes,  Gas,  Accident  Claims.  &c. 

«  Directors'  and  Auditors'  Fees.  Bad 
Debts,  and  Salary  of  Managing 
Director,  &c 

.  Office  Salaries,  and  Expenses. 
Travellers',  Postages,  and  General 
Expenses,  &c 

«   Repairs  

.   Allowances  off  Sales  

«   Bank  Charges  

•   Donation  to  War  Fund 

a   Suspense  Account  written  off     . . 

a   Depreciation  off  Lease 

a  a  a      Plant  

a  a  a    Investments 

To  Balance,  Net  Loss 

Add,    Preference  Dividend  paid  for 
the  six  months  to  June  30th  . . 


£ 

sd 

£ 

sd 

32.932 

4  7 

32.932 

4  7 

1,704 

6  8 

1,704 

6  8 

9.863 

15  1 

758 

11  6 

•  • 

1,121 

1  2 

•  • 

1,020 

04 

£44.500 

64 

£37.536 

4  3 

2,906 

I  I 

2,906 

I  1 

3.001 

6  8 

4,001 

6  8 

3.606 

09 

3.706 

2   I 

100 

0  0 

100 

0  0 

1.964 

2  1 

147 

6  8 

147 

6  8 

100 

0  0 

100 

0  0 

856 

4  8 

. . 

500 

0  0 

.  • 

300 

36 

• . 

2.500 

0  0 

£11,824 

17  3 

£15.117 

48 

1,961 

2  2 

13.358 

13  2 

t,onn 

0  0 

i.onn 

0  0 

£3.961 

2  2 

£14.358 

13  2 

By  Sales — 

General •    , . 

Patent  Rights 

«    Profits     on     Uncompleted    Contracts 
(proportion) 

By  Gross  Profit 

.    Balance,  being  Net  Loss 
,    Sale    of   Patent    Rights    {less    £4,000, 
cost  of  same  estimated) 


sd 


sd 


39,000    6  4        37.036    4  3 
5,000    o  o 


500    o  o 


300    o  o 


£44,500    6  4      £37,536    4  3 


9.863  15  I 
1.961     2  2 


£11,824  17  3 


758  II  6 

13.358  13  2 

I.OOD     O  O 


£13,117    4  8 
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ADVANCED    ACCOUNTINQ. 


THE    CHARTERED    ACCOUNTANTS    STUDENTS'    SOCIETY    OF 

KTNGSTON-UPON-HULL. 


PRIVATE     AND     TONFTOFNTIAL 


THE     PHASTANLUCE     ENGINEERING     COMPANY,     LIMITED, 

PHASTANLUCE   near  GOOLE. 
(A  Company  Registered  without  Articles  of  Association.) 


Directors. ' 
W.   R.   LOCKING.   Chairman. 
J.   A.   CARLILL.  W.   SMAILES. 

Solicitor.  A  uditor. 

J.   J.   T.    KERENS.  PASS   BARNEYS. 

Bankers. 
THE    DOGGER   BANK,   LIMITED. 

Secretary. 
W.   P.   VICKERMAN. 

Registered  0#fM— BOWLALLEY   LANE,   HULL. 


REPORT    OF    THE    DIRECTORS. 

To  be  submitted  to  the  Second  Annual  Meeting  of  Shareholders. 

In  sobmitdng  herewith  the  Balance  Sheet  and  Relative  Accounts  as  at  30th  September  last,  jrour  Directors  desire  to 
point  out  that,  as  anticipated  when  estimating  the  ensuing  year's  operations  at  the  last  General  Meeting,  the  consistent  advance 
in  the  prices  of  labour  and  material  have  had  the  effect  of  minimising  to  a  considerable  extent  the  profit  on  finished  contracts 
which  would  otherwise  have  been  realised.  This  advance  in  material  still  continues  but  will  be  in  part  compensated  for  during 
the  coming  year  by  the  increased  prices  obtainable  for  every  description  of  the  Company's  output. 

An  interim  dividend  of  5s.  per  share  on  the  ordinary  shares  was  distributed  in  March  last,  and  the  Board  regrets  that  the 
available  Balance  of  Profit  as  shown  by  the  accompanying  statements  will  not  suffice  after  paying  the  Preference  dividend  to 
increase  the  dividend  on  the  ordinary  shares  beyond  the  5s.  already  received  by  the  Shareholders.  This  ss.  was  not  distributed 
in  cash,  but  was  credited  to  the  Capital  Account  in  satisfaction  of  calls  then  due. 

The  Board  recommend  the  declaration  of  a  dividend  of  6  per  cent,  on  the  Preference  Shares  and  of  5s.  per  share  on  the 
Ordinary  Shares,  the  latter  to  take  effect  as  from  March  last. 

Considerable  Capital  Expenditure  has  been  incurred  during  the  twelve  months  with  the  result  of  improving  the 
Company's  Assets  in  every  way,  and  the  Directors  congratulate  the  Members  of  the  Company  on  the  splendid  property  they 
now  possess  and  the  complete  efficiency  of  every  department  of  the  works. 

The  prospects  for  the  ensuing  year  are  very  good  but  it  must  be  inadvisable  to  give  further  detail  here  of  the  orders  in 
hand  on  account  of  the  keen  rivalry  of  similar  establishments  and  the  necessity  for  secrecy. 

Mr.  J.  A.  Carlill  retires  from  the  Board,  but  is  eligible  and  offers  himself  for  re-election. 

Mr.  Pass  Barneys,  the  auditor,  retires  from  office  and  does  not  offer  himself  for  re-election  on  account  of  great  pressure 
of  professional  work,  which  will  cause  prolonged  absence  abroad. 

W.  R.  LOCKING. 
'  I  hairman. 
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CHARTERED  ACCOUNTANTS  STUDENTS'  SOCIETY  OF  KINGSTON  UPON-HULL. 


Dr. 


THE     PHASTANLUCE     ENGINEERING     COMPANY,     LIMITED. 
TRADING  ACCOUNT  for  the  Twelve  Months  ended  30th  September  1899, 


Cr. 


£      s  d 

To  Purchases 196,780    2  i 

Stock  on  liand  at  30th  Sept.  iSgg. .     44,603  10  g 

152,176  ti  4 

I.tis :  Discoants          4.309    2  3 

•  Wa^es 

.   Balance    carrifnl   down,    bcin^    Gross 
'     Profit  for  twelve  months 


s    d 


147.867    9    I 
190,840  10    4 

68,433  16    4 


£407,141  15    9 


£         s  d 

By  Sales  and  Work  done 438,96611  3 

Less  : 

Slock  on  hand  at  30th  Sept.  1898         21,306  11  4 


Less  :  Discounts 


417,659  19  II 
10,518    4    2 


s    d 


407  141  15 


£407.141  15    9 


Dr. 


PROFIT  AND  LOSS  ACCOUNT. 


Cr. 


To  Rents,  Rates,  and  Tax(>s 

.  Carria>;e  and  Freiitht 

•  Maintenance  and  Repairs,  vix. :— Buildings,  &c. 

•  Do.  do.  Machinery  and  Plant 

•  General  Expenses,  including  Stamps  and  Stationery. . 

»  Office  Salaries 

m    Directors'  Fees 

.  Audit  Fee  

•  Travelling  Expenses 

.   Stable  Expenses  

m   Bank  Interest  and  Charges 

.   Interest  on  Loans  and  Calls  paid  in  advance    . . 

•  Debenture  Interest 

«   Income  Tax       

,   Bad  Debts  

m   Reserve    ..        

,    Balance,  being  Profit  for  the  Year  carried  down 


£  s 

d 

3.280  9 

4 

5.698  14 

8 

460  9 

8 

1.540  3 

I 

6,980  8 

II 

I  560  6 

4 

«,ooo  0 

0 

5  5 

0 

1,860  6 

9 

983  15 

4 

1.784  6 

5 

3.980  6 

2 

2,100  0 

0 

450  0 

0 

14.283  14 

8 

10,000  0 

0 

9,100  12 

6 

£09,{rf)8  18 

10 

£       s  d 

By  Gross  Profit  brought  down 68,433  »6  4 

«   Rents,  &c.           ' 460    2  6 

a   Interest  on  Unpaid  Calls 175    o  o 


£69,u68  18  10 


£       s  d 

By  Net  Profit  brought  down 9,10012  6 

,   Balance  carried  to  next  Account           . .  199    7  6 

Dedu.  t  : 
Interim  Dividend  on  Ordinary  Shares 

paid  in  March  (5s.  per  Share)      . .  7,500    o  o 

Preference  Dividend  at  6  per  cent...  1,800    o  o 


s    d 


930U    o    o 


9,300    o    o 


300 


ADVANCED    ACCOUNTINQ. 


CHARTERED  ACCOUNTANTS  STUDENTS'  SOCIETY  OF  KINGSTON-UPON-HULL 

THE     PHASTANLUCE     ENGINEERING     COMPANY,     LIMITED. 

BALANCE  SHEET  on  the  30th  September  1899. 


Property  and  Ai»eU. 


Land  and  Bi'II.dings:  inclndinR  Foundr>- 
Machine  and  Fitting  Shops,  Fur- 
naces, Boiler  Shops,  4c.-- 

As  at  30th  September  1898     .. 

Additions  since 

Cost  of  Accident  through  Worlts 
Locomotive  over-runninK  Buffer 
Stops 


C        s    d 


loa.Sog  10 
25.<»3    4 


Fixed  Plant  and  Machinery,  inchiding 
Works  Railway- 
As  at  30th  September  1898     . . 
A<iditions  since 

Loose  Plant  and  Tools— 

As  at  30th  {September  1898     . . 
Additions  since 


3,709  It    2 


93,706    6  10 


131,132    6    7 


Patterns,  Models,  and  Templates — 
As  at  30th  September  1898     . . 
Additions  since 


Patents  and  Patent  Rights— 
As  at  30th  September  1898 
Additions  since  . . 


8.509  1 

II 

15,980  10 

6 

3.507  II 

2 

4,200    0 

0 

950  10 

2 

790  0 

0 

4,000  0 

0 

Goodwill  

Formation  Expenses  

Investments  in  other  Companies,  viz. — 
The  Watho  Haematite  Steel  Co.,  Ltd. 
The  Goitblynde  Boring  &  Exploration 

Co.,  Ltd.,  and  reduced 

The  Hallatcee  Steam  Ship  Co.,  Ltd. . . 
The  San  Sanguinario  and  Vanioosino 
Sugar  Crushing  Co.,  Ltd.,  and  re- 
duced         

The  Pretoria  (Transvaal)   Baths  and 
Washhouses  Co.,  Ltd. 

ScNDRY  Debtors— 

On  Open  Accounts  


103,215    8    9 


19,488     I     8 


5,150  10    2 


4,790    o    o 

30,000    o    o 

2,920    0    o 


4,200    o    o 


Bills  Receivable 93.583 


Stocks  on  hand 

Unexpired  Values  of  Rents,  Insurances,  Rates,  &c 
Cash  in  Secretary's  hands     . . 


5.775 

0 

0 

6,480 

0 

0 

7.983 

0 

0 

5.562 

0 

0 

30,000    0 

0 

62.340 

4 

II 

93.583 

4 

9 

I55.9»3    9 

8 

44,603  10 

9 

es,  &c. 

f789  «o 

II 

•  • 

1,990  10 

6 

Capital  and  Liabilitiu. 
£ 


I    d 


B   d 


Capital — 

Authorised— 
30,000  6  per  cent.  Preference  Shares 

of  £5  each       150.000    o    o 

30,000 Ordinary  Shades ol  f 5  each..    150.000    o    o 

300,000    o    o 


Issued-- 
30,000  6  per  cent.  Preference  Sharet 

£5  each  fully  paid 150,000    o    o 

30,000  Ordinary  Shares  £5  each.    £3 

los.  called        105.000    o    o 


Lt$$ :  3,000  Shares  forfeited  10,500  o  o 
Deduct  Cash  receiv'il 
thereon      . .        . .    3.000  o  o 


355.000    o    o 


LcM :  Calls  in  Arrear 


7,500  o  o 
3,500  o  o 


Add  :  Calls  paid  in  Advance. , 


5,000    o    o 

350.000    o    o 
5,000    o    o 


Debentures— First  Issue  at  4  per  cent.  . .     25/JOO    o    o 
Second  Issue  at  6  per  cent.     30.000    o    o 


Loans     

Balance  at  Bank 
Sundry  Creditors— 

On  Open  Accounts 

Bills  Payable 


90,600    a    4 
43,406    7  II 


£528,993    9    o 


Reserve- 
As  at  30th  September  1898 
Since  added 


,.     20,000    o    o 
..     10,000    o    o 


Vendors'  Account  at  30th  September 
•899 


255,000    o    o 


55,000  o  o 
15,000  o  o 
31,486  18    9 


134/106  10    3 

3o,coo    o    o 
18,500    o    o 


£528,993    9    o 


E.  &  O.  E. 


MisLKD  Mansions, 


Audited  and  left  correct. 


London,  ilk  Ftbruary  190a 


PASS  BARNEYS,  Auditor. 
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SHEFFIELD     CHARTERED    ACCOUNTANTS     STUDENTS'     SOCIETY. 


THE     RANMOOR     COLLIERY     COMPANY,     LIMITED. 


FULLWOOD  near  TINSLEV. 


(A  Company  Registered  without  Articles  of  Association.) 


J.   T.   BARR. 


Directors. 
H.  COOPER,  Chairman. 
P.   BEARD.  F.  A.  EYRE.  A.  PLATT. 


W.    SILVESTER. 


Trustee  for  Debenture  Holders. 
A.   E.   MERCER. 

Solicitors. 
CHEETHAM.   FLEECEM   &  CO. 

Auditors. 
E.   Y.    BAUM  &  CO. 

Bankers. 
SHALESMOOR    BANKING  COMPANY,    LIMITED. 

Secretary. 
M.   WEBSTER  JENKINSON. 

Registered  0#c«— HOOLES  CHAMBERS,   BANK   STREET.   SHEFFIELD. 


REPORT    OF    THE     DIRECTORS. 

To  he  submitted  to  the  Eighth  Annual  Meeting  of  Shareholders. 

Your  Directors,  in  submitting  ibeir  Eighth  Annual  Report  and  Accounts,  regret  that,  notwithstanding  the  recent  high 
market  price  of  Coal,  they  have  to  report  a  loss  on  the  year's  working  of  £2,846  i6s.  8d.,  which,  added  to  the  Debenture  Interest 
(as  yet  unpaid)  and  last  year's  balance,  makes  a  total  adverse  balance  of  ^^29,528  3s.  id.  An  amount  of  ;^i6.ioo  has  been  added 
to  Capital  during  the  year.  This  includes  alt  Renewals  except  ordinary  repairs ;  also  a  sum  of  ;f  8,985  13s.  4d..  which  was 
expended  in  putting  the  Mine  into  working  order  after  the  disastrous  fire  in  October  last,  an  expense  which  your  Directors 
consider  a  proper  charge  to  Capital. 

The  Company's  affairs  have  been  fully  considered  by  your  Directors,  and  they  now  advise  that  the  Company  be  wound  op 

▼oluntarily,  and  at  the  Extraordinary  Meeting  to  be  held  at  the  conclusion  of  the  Annual  Meeting  a  resolution  to  that  effect  will 

be  proposed. 

H.  COOPER,  Chairman 
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ADVANCED     ACCOUNTING. 


SHEFFIELD  CHARTERED  ACCOUNTANTS  STUDENTS'  SOCIETY. 


Dr. 


THE     RANMOOR     COLLIERY     COMPANY,     LIMITED. 


TRADING  ACCOUNT  for  the  Year  endiriR  30th  June  1900. 


I8cw 
July     I 

1<)X1 

June  30 


To  Stock 


s    d 


Wanes  of  Colliers,  Top  and 
Hottoiii  l>ayiiien,  Coke 
Hurners,  &c.  .. 

Coal  Rents 

Material.  Stores.  &c.   . . 

Gross  I'rotit  carried  down 


To  Salaries 

,        l>o.    (S(N-cial) 

,     Kates  and  Taxes 

.    Accident  Claims 

K    Travellinn  Kx()enses  .. 

»     Manager's  Couiniission 

„     Insurance 

,    Klectric  Light    .. 

,     Discounts,  Allowances,  &c 

.     Bank  Charges    . . 

,  General  Charges.  Postage 
Stationery,  Luncheons,  Pit 
Clothes,  &c.,  less  Cottage 
Rents 

,    Directors'  and  Auditor's  Fee 
,    S})ecial  Donations 


9.76"  9 

20  o 

2,754  2 

1,340  10 

1)67  6 

1,150  o 


671  4  II 
2»')  7  7 
736     8     I 


1,018    6    3 


2,460    o    o 
500    o    o 


€      s  d 

25,000    o    o 


i3o,<)«2    9  9 

14.854  10  2 

31,412  12  3 

19,362      2  5 


£221,621  14    7 


19,248    IQ       I 


2,960    O    O 


/22,2f    19      I 


1900 

June  30 


By  Sales  of  Coal.  Coke.  &c.  . . 
.     Wagon       Hire      Account 

Surplus ' 

*    Stock      of     Coal,     Coke,  , 
Matetial  and  Stores,  &c. 


s    d 


By  Gross  Froht 

.     Profit  and   Loss  Account : 
Loss  for  the  year 


Dr. 


THE    RANMOOR    COLLIERY    COMPANY,    LIMITED. 


PROFIT    AND    LOSS    ACCOUNT,    30th    June    1900. 


1899 
July    1 

1900 
Jane 30 


To  Balance 

,     Further  Loss  to  date 
,    Debenture  Interest 

To  Balance 


£        s  d 

24.181     6  3 

2.846  16  8 

2,500    o  o 


£29,528    3     I 


29,528    3     1 

» 


igco 
June  30    By  Balance  forward 


Cr. 

£     a     d 

209,031  13    9 

600    o  10 
12,000    o    o 


£221,621  14    7 


19.362    2    5 
2,846  16    8 


£22,208  19    I 


Cr. 


£        B    d 

?9.3a8    3    I 


£29,528    3    1 
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SHEFFIELD  CHARTERED  ACCOUNTANTS  STUDENTS'  SOCIETY. 


CAPITAL    ACCOUNT. 


Expendi- 
ture to  30th 
June  1899 

Expended 
this  year 

Total  to 

30th  June 

1900 

To  Freehold  Land 

£    sd 

30,000  0  0 

£   s  d 

£      sd 
30,000  0  0 

.  Sinking  Shaft  and 
Opening-up   Pit    . . 

285,foo  0  0 

lo.roo  0  0 

295,000  0  0 

«     Plant  and  Machinery 

63.000  0  0 

5.<vo  0  0 

68.000  0  0 

,     Wagons 

7,000  0  0 

I  .O-  000 

8,000  0  0 

,  Office  Buildings, 
Cottages,  &c. 

2,500  0  0 

100  0  0 

2,600  0  0 

£ 

387,501  0  0 

16.100  0  0 

403,600  0  0 
21,400  0  0 

a     Balance 

£ 

425,000  0  0 

By  Ordinary  Shares 
»     Preference  Shares 
«     Debenture  Stock 


Receipts  to     t,       .      , 

30th  June   ,  R«:^'ved 

1899         ■    'his  year 


£      sd 
250.000  o  o 

125,000  o  o 

3o,coo  o  o 


BALANCE     SHEET, 


Liabilities. 
To  Capital  Account,  balance  . 

,  Loans 

V  Dtbtnture  Interest  . . 


s    d 


V  Sitmlry  Creditors,  viz. : — 

Ofien      Accounts,      including      Bills 

P*yal''e 23,759    8  10 

Coal  Rents  and  Kovaltics         ..  16,622  16  u 

Bank  Overdraft lo.ooo    o    o 


„  Provision  Account,  r»r.  ;— 

Sundries 

Bad  Debts 


2,000    o    o 
1,000    o    o 


£  s  d 

21.400  o  o 

10.970  3  6 

2,500  o  o 


50.3S2    5    9 


3,000    o    o 


£88,?52    9    3 


By  Balance 


30th     June     1900. 

A  isels. 

By  Coal  Rents  Overpaid  . . 

,     Stock,  viz. :  — 

Coal  and  Coke       

Materials,  Stores,  &c 

,    Book  Debts       ..         

«    Preliminary  Expenses 

»    Suspense      Account,     Amount      of 
late   Cashier's  defakutions     . . 

,    C<is/«  in  hand 

c     Profit  and  Loss  Account 


£     sd 


Total  »•> 
3nth  J  line 

£~Td 
2SOwOor>  o  o 

1 25.000  O  (> 

50,001  o  o 


£425.oni»  o  n 


2I,4'Y>  o  o 


s    d 


170    o    o 
11,830    o    o 


£      s  a 
29.624  3  II 


I2.or>o     11     o 
12,681    II      4 

i.Soo    o    o 


2,600     n     o 

18   lu   II 

29.328     5     I 


£88.252    y     j 


We  have  examined  the  above  Balance  Sheet  with  the  Accounts  and  Vouchers  relating  thereto,  and  are  of  opinion  that  it  is  full  and  fair, 
and  that  it  is  properly  drawn  up  so  as  to  show  a  true  and  correct  view  of  the  slate  of  the  Company's  affairs. 

E.    V.    BAUM    &  Co.,  Auditors. 
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ADVANCED    ACCOUNTING. 


MANCHESTER    AND     LIVERPOOL    CHARTERED    ACCOUNTANTS 
STUDENTS'     SOCIETIES     (JOINT     MEETING). 


THE    WESSEX     ENGINEERING     COMPANY,    LIMITED. 

Intorporalei  31s/  At^uit   1897.  % 


Directors. 
Mr.   R.  N.  CARTER,   Manchester,  Chairman.  Mr.  A.   F.  DODD.  Liverpool.  Deputy  Ckairman. 

Mr.  JOS.   BELL.  Junr..   Manchester.  Mr.   H.   W.   BOWLER.   Liverpool.  Mr.   H.   L.   RAWLINGS.   Liverpool. 

Mr.  W.   R.   SHARP.  Manchester.  Mr.  S.   S.   DAWSON.  Uverpool,  ManatiH  Diricior. 


Secretary. 


Mr.   S.   W.   REDFEARN.  Manchester. 


REPORT    OF    THE     DIRECTORS. 

To  he  submitted  to  the  Fourth  Ordinary  General  Meeting  of  S/iareholders. 

Your    Directors   have   pleasure  in   presenting   the    Accounts  for  the  past  year,  which  show  an  available  profit  (after 
payment  of  interest  on  Debentures  and  Interim  Dividends  on  Ordinary  and  Preference  Shares)  of ..         ..       /64.000    o    o 

which  they  propose  should  be  disposed  of  as  follows:— 

To  Reserve  Fund ^10.000    o    o 

Half-year's  Dividend  on  Preference  Shares 25.000    o    o 

Final  Dividend  at  the  rate  of  5  per  cent,  per  annum  on  Ordinary  Shares,  making 

5  per  cent,  for  the  year 25.000    o    o 

60.000    o    o 

Leaving  a  balance  to  carry  forward  of  £4t000    o    o 

ROGER   N.  CARTER.  Chairman. 
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MANCHESTKR    AND    LIVERPOOL    CHAHTKKKP    ACCOUNTANTS    STUDKNTS*    SOCIETIES. 


THE     WESSEX     ENGINEERING     COMPANY,     LIMITED. 


TRADING  AND   PROFIT   AND   LOSS  ACCOUNT   for  the  Year  ended   31st   August   1900. 


To  Purchas««i  of  Pig  Iron,  &c.,  net 
AiU  Stock,  31st  August  1899 


Leu  Stock,  31st  August  1900  , 


.   Wages 

«    CarriaKc  of  Raw  Materials 
a    Provision  for  Repairs,  Renewals,  and 
Depreciation  of^  Machinery     .. 

m    Rovalties 

,    Balance,  Manufacturing  Profit  . . 


To  Sundry  Ex|>enses 2,000 

Adit  Sundry  Stock,  31st  August  1899 


Less  Sundry  Stock,  3i5t  August  1900 


Travelling     Expenses,     Office     Rent, 

SalaricM),  Audit  Fees,  &c. 
Workmen's    Compensation     Account. 

Amount  set  aside  

Amount  paid  to  date  in  respect  of  Loss 

by  Explosion 

Discount  on  Sales 

Had  Debts  and  Reserve  far  Doubtful 

Debts         

Interest  on  I>ebentures 

Managing    Director's  Commission  on 

Net  Profit  at  5  per  cent. 
Balance  Profit         .    120,000    o    o 

Less     Managing     Director's     Com- 
mission   6,000    o    o 


£ 

s 

d 

£ 

s 

d 

550,000 

0 

0 

50.000 

0 

0 

6oo,(X)o 

0 

0 

60,000 

0 

0 

540,000 

0 

0 

160,000 

0 

0 

1,000 

0 

0 

50,000 

0 

0 

1,000 

0 

0 

158,000 

0 

0 

s 

d 

£910,000 

0 

0 

£ 

£ 

s 

d 

2,000 

0 

0 

500 

0 

0 

£2.500 

0 

0 

1,500 

0 

0 

1,000 

12,500 

0 

0 

300 

0 

0 

1,000 

0 

0 

20,000 

0 

0 

700 

0 

0 

2,500 

0 

0 

£  s  d 

By  Sales 90,000  o  o 

Add  Stock  of  Finished    Goods,    at 

31st  August  1900         30.000  o  o 


930,000    o    o 
I^ess  Stock  of  Finished  Goods,    at 
31st  August  1899         20,000    o    o 


s    d 


910,000    o    o 


6,000    o    o 


114.000    o    o 
£158,000    o    o 


By  Balance,  Manufacturing  Profit 


£910,^00    o    o 


£      s   d 

158,000     O     3 


£158,000    o    o 
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MANCHKSTF.K     AND    IJVKl»POOL    CHARTKHKD    ACCOUNTANTS    STUDENTS'    SOCIFlTIES. 


THE    WESSEX     ENGINEERING     COMPANY,    LIMITED. 


BALANCE   SHEET   at   31st   August    1900. 


Snwinnl  Capital — 
100,000  Ordinary  Shares  of  jf  10  each 
loo.ojo  Five  prr  cent.  Prefi-rriicr  Shares 
of  £10  each 


Capital  and  Liabilities. 

£       s    H 
1,000,000    o    o 


s     d 


1,000,000    o    o 
£3,000,000    o    o 


SuhicriheJ  Capital — 
5o,ooj  Ordinary  A  Shares  of  £10  each, 

fully  pai«l  500,000    o 

51,000  Ordinary  H   Shares  of  £10  each, 

£5  paid  . .         250,000    o 

100,000  Preference  Shares,  fully  paid     ..    1,000,000    o 


Property  ami  Asaets 


Mining  Concession,  Land,  and  nuildinus.  at  Cost 

Goo<lwill 

Machinery  ami  Plant  as  at  31st  August 

iJJw  

.4  (/•/ repairs  and   renewals  durinu  the 
year       


1 ,000,000    o    o 
280,1  oj    o    o 


500,000    o    o 
50,000    o    o 


Less  sale  of  ol«l  steam  power  fittings 
•      (cost  £35,oa>) 


Debentures — 

1,000  Five  per  cent.  Debentures  of  £100  each,  issued  28th 
February  1900  at  £95  per  cent,  and  redeemable  at 

par  in  10  years 

Trade  Cre<litors        

Commission  due  to  Managing  Director 

Reserve  Fund 

Profit  and  Loss  A  ccount — 

Profit  for  year 114,000    o    o 

Less  Half-year's  Dividend 

paid  at  5  per  cent,  on 

Preference  Shares     . .  £25,000    o    o 

HaU-year's     Dividend 


1,750,000    o    o 


95,000 

70,600 

6,000 

10,000 


Reserve  for  Dei>rcciation 
set  aside  in  year  ended 
31st  August  i8.>8 

Reserve  for  depreciation 
set  asitie  in  year  eniled 
31st  August  iH()9 

Reserve  for  depreciation 
set  aside  this  year     . . 


S)o,ooo    o    o 

10,000    o    o 

540,000    o    o 


50,000    o    o 

5o,oco    o    o 
50,000    o    o 


130,000    o    n 


paid  at  5  yier  cent,  on 
A  Ordinary  Shares  . . 
Half-years  Dividend 
paid  at  5  per  cent,  on 
B  Ordinary  Shares   . . 


12,500    o    o 


12,500    o    o 


Cost  of  installation  of  electric  motive  power.  Instead  of 

60,000    o    o 


steam 

Stock  of  raw  materials  at  market  price 

(cost  £50,001) 

Stock  of  finished  k<kmIs  at  market  price, 

less    allowance    to    cover    selling 

expenses 
Stock  of  Sundries 


390,oco    o    o 
30,000    o    0 


y>,ono    o    O 
1,500    o    o 


50,000    o    o 


64,000    o    o 


Tratle  debtors,  less    Reserve  for   doubtful    debts   and 
discounts 

Unworked  dcail  rents 

Workmen's     Com|>ensiition     Account, 

claims  paid  this  year           . .         . .  3t<»o    o    o 

Less  amount  stt  aside  todateat  £300 
per  annum       V^    o    o 


91,500    o    o 


50,000    o    o 
in,oao    o    o 


Cash  at  the  Mank 
Cash  ami  Hills  in  hand 


40,000    o    o 
2,000    o    o 


Loss  for  year  cnde«l  31st  August  1899 


£1,995,600    o    o 


3,100  o  o 

42,000  o  o 

100,000  o  o 

£i.995.fia>  o  o 


Subject  to  our  reixirt  of  evrn  date  the  .ibove  Balance  Sheet  is,  in  our  opinion,  a  full  and  fair  Balance  Sheet,  containing  the  particulars  require<l 
by  the  Company's  regulations,  and  properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the  state  of  the  Company's  affairs. 


Manchester, 
isi  Oct  >ber  1900. 


L.  H.  HAKDMAN,  Liverpool, 
H.  S.  FERGl  SON,  Manch.-ster, 

ChartirtJ  Aciottt^ants,  Autliton, 
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MANCHESTER  AND  LIVERPOOL  CHARTERED   ACCOUNTANTS   STUDENTS' 

SOCIETIES   (JOINT   MEETING). 


THE    WESSEX    ENGINEERING    COMPANY,    LIMITED,    AND     REDUCED. 


Notice  is  hereby  given  that  an  Extraordinary  General  Meeting  of  the  Company  will  be  held  on  the  31st  day 
of  October  1901,  at  the  Citv  Hall.  Eberle  Street,  Liverpool,  at  the  conclusion  of  the  Ordinary  General 
Meeting  to  be  held  at  the  same  place  on  the  same  day.  but  not  earlier  than  7.30  p.m.,  for  the  purpose  of 
considering-and  if  thought  fit-passing  the  following  resolutions,  that  is  to  say  :— 

I. — That  this  Company  be  wound  up  voluntarily. 

a.-That  Mr.  O.  B.  Ju.st,  of  Liverpool,  Chartered  Accountant,  be.  and  he  is  hereby  appointed  Liquidator 
for  the  purposes  of  such  winding-up. 

3.-That  the  Liquidator  be,  and  he  is  hereby  authorised  to  sell  the  whole  of  the  Company's 
underuking,  property,  and  assets  (exclusive  of  uncalled  capital)  to  the  X  Syndicate  for  the  sum  of 
/i,i4i,Goo  payable  as  follows  :-as  to  i:i,074.25o  in  cash  payable  to  the  Liquidator  within  two 
months  from  the  confirmation  of  these  resolutions,  and  as  to  the  balance  of  ;C67,35o  by  payin;?. 
■atisfying.  discharging,  and  fulfilling  all  the  debts,  liabilities,  expenses,  and  engagements  of  this 
»  Company  as  disclosed  in  a  schedule  which  for  the  purpose  of   identification    has   been   signed   by 

representatives  of  the  Syndicate  and  of  this  Company. 

4.— That  the  sum  of  /500  be  and  it  is  hereby  voted  for  the  remuneration  of  the   Liquidator,    and   all 
Other  expenses  of  the  winding-up. 

Should  the  above  resolutions  be  passed  by  the  requisite  majority  they  will    be   submitted    for  confirmation 
as  a  Special  Resolution  to  a  Second  Extraordinary  Cieneral  Meeting,  which  will  be  subsequently  convened 


By    Order    of    the    Board. 


The  Citv  Hall, 

Eberle  Street, 

Liverpool. 
16/A  October  1901. 


«  i 
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ADVANCED    ACCOUNTINQ. 


manchestp:r  and  Liverpool  chartkrf.d  accountants  studknts*  sociktiks. 

THE     WESSEX     ENGINEERING     COMPANY,     LIMITED. 

BALANCE  SHEET  as  at  28th  February  1901. 


s   d 


Capital  ami  Liabilities. 

£       ^    d  £ 

Nominal  Capital — 
100,000  Ordinary  Shams  of  jTio  rach  . .    1,000,000    o    o 
loo.ooo  5  p«^r  rfnt.  Prrfrroncr  Sharps 
of  £10  each  1,000,000    o    o 

£2,000,000    o    o 

SiTSCRiBED  Capital — 
50  000  Ordinary  A  Shares  of  £10  oach, 

fully  pai<l 500,000    o    o 

50,000  Ordinary  B  Shares  of  £10  each, 

(ully  paid 250,000    o    o 

100,000  Preference  Shares,  fully  paid  . .    1,000,000    o    o 

1,750,000    o    o 

Deiientures — 
1,000  5  per  cent.  Deiientures,  of  £100  each,  issued  28th 
February  1900,  at  £95  per  cent.  an<l  rc<lccinablc  at 

par  in  10  years  95,000    o    o 

Trade  Creditors 53.5oo    o    o 

Reserve  Fund  as  at  31st  August  1900  . .  10,000    o    o 

A  dded  per  Resolution  of  29th  October 

1900 10,000    o    o 

20,000    o    o 

£1,918,500    o    o 


Property  atul  Assets. 

Mining  Concession,  Land  and  BuililinKs  at  Cosl  . .         ..    1,000,000 

Goo<lwill 280,000 

Machinery  as  at  31st  .\nRUSt  1900       . .        £390,000    o    o 

Drprociation,  .J-year 25,000    o    o 

365.000 

Cost  of  Installation  of  Electric  Motive  Power,  Instead  of 

Steam        JP.oao 

Stocks  on  hand  —  ^ 

Raw  Materials  and  Finishc«l  Goods  76.650 

Trade  l>ebtors,  less  Provision  against  Loss  ..        ..         43>7*>o 

Cash  in  hand  and  at  liank        >2.3oo 

Profit  and  Loss  Account — 

Balance,  31st  August  1 8cn  ..  100,000    o    o 

Less  Amount  carrie<l    forward   per 
Resolution  of  29th  Octoljcr  1900  . .  4,«»    o    •* 

96,000    o    o 

Loss  for   six    months   ending   28th 

February  1901 t^.^S**    o    " 

1 1 0,830 


o 
o 


o    o 


o    o 


o    o 


£1,918,500    o    o 


The  above  Account  is  supposed  to  have  been  laid  before  a  Meeting  of  the  Members  in  April  1901,  when  a  Committee  of 
Shareholders  was  appointed  to  investigate  and  report  upon  the  Company's  affairs. 


RECONSTRUCTION  SCHEME  AS  RECOMMENDED  BY  COMMITTEE   OF  SIIAHE HOLDERS. 


Floating  Assets  having  fallen  l>elow  £150.000,  Debentures  are  redeemable  at  96  per  cent,  under  terms  of  Trust  Deed, 
and  pressure  is  exercised  by  Trustee  for  Debenture  Holders. 

Proposals. 

Endeavour  to  settle  with  Debenture  Holders  at  96  per  cent,  free  of  accruing  interest  and  expenses. 
Reduce  existing  capital  of  Company  thus  : — 

A  Shares  to  £7  each  fully  paid. 
B       .,        „   £7      „      £3  los.  paid. 
Preference        „        „   £g     „      fully  paid. 

Issue  further  Capital  by  way  of  First  Preference  Snares,  viz. :— 30.000  Shares  of  £s  each,  and  call  the  whole 

amount— y>ro  rati'i  allotment  to  all  existing  Members. 
Write  off  the  values  of  the  fixed  Assets  and  the  adverse  balance  on  Revenue  Account  to  the  extent  of  the  reduction 

in  the  existing  Capital. 

Re-assess  the  value  of  the  Machinery  and  Plant  at  £350,000. 

Continue  trading. 

It  is  assumed  that  all  these  proposals  were  adopted  and  carried  through ;  the  consent  of  the  Court  obtained  to  the 
reduction  of  the  CapiUl ;  the  consent  of  the  Debenture  Holders  and  Shareholders  obtained  as  regards  their  respective  matters, 
and  the  issue  of  the  First  Preference  Shares  to  existing  Shareholders  duly  effected.  The  position  of  affairs  would  then  be  as 
annexed,  dating  the  Accounts  as  28th  February  1901. 
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MANCHESTER    AND    LIVERPOOL    CHARTERED    ACCOUNTANTS    STUDENTS'    SOCIETIES. 

THE   WESSEX    ENGINEERING    COMPANY,   LIMITED. 


EFFECT  OF  KECONSTRUCTION  SCHEME  ON  BALANCE  SHEET,  28th  February  1901. 


Cupiiul  anA  Liubilitit:^. 
C 


Nominal  Capital— 
50,000  A  Ordinary  Shares  of  £7  each 
50,000  B  Ordinary  Shares  of  £7  each 
100.000    I-ivu    iH-T    Cent.     Preference 

Shares  of  £9  each       

30,000  First  Preference  Shares  of  £5 

€M«h  


s     d 


350,000 
350,000 


900,000    o    o 


150,000    o    o 


£1,750,000    o 


35n,roo 
175,000 


St-nscRiBEn  Capital— 
50,000  A  Shares  £7  each,  fully  paid  . . 
50,000  B  Shares,  £7  each,  £3  los.  paid 
ia)ooo    Preference    Shares,    £9  each, 

fully  paid 

30,000    First    Preference    Shares,    £5 

each,  fully  paid  (new  issue).. 

Trade  Creditors ~~,        ~^        T ''^s^S^ 


900,000    o    o 


150,000    o    o 


£1,628,500    o    o 


Property  ami  Aacis. 

Mininj;  Ri^^hts,  &c 1,000,000 

Ciooflwil!          281,000 

Machinery  and  Pl.int          395,000 

Profit  and  Loss  Account 110,850 

DelK-iitures,  i  per  cent.  011  Kedeuipliuii  1,000 


Less  Reserve  Fund  .. 


Less  Reduction  of  Capital 


d 
o 
o 
o 
o 
o 


1,786,850  o  o 

20,000  o  o 

1,766,850  o  o 

325,000  o  o 

£1,441,850  o  o 


Mining  Rights  and  Goodwill 1,091,850 

Machinery  and  Plant Sso.'ooo 

St<->cks  ..         ..         ..         ..         ..         ..         ._         _^        76,650 

Trade  Debtors       . .         . .         . .         . .         . .         . .         _ .        ,  iToo 

Cash  in  hand  and  at  Bank         12,300    00 

A  <ld  Cash  for  First  Prefer- 
ence Shares        ..         ..£150,000    o    o 
Less  Debentures  redeemed     96,000    o    o 

54.000    o    o 


—       66.300    o    o 
£1,628,500    o    o 


BALANCE  SHEET  as  at  31st  August  1901. 


Capit.il  and  lA.ibil  ties. 

XT  .r-  £  S        d 

Nominal  Capital — 
50,000  A  Ordinary  Shares  of  £7  each  . .       350,000    o    o 
50.000  H  Ordinary  Shares  ot  £7  each  . .       350000    o    o 
100000    Five    i*;r    Cent.     Preference 

Shares  ot  £9  each         900,000    o    o 

30.000  First   Preference  Shares  of  £5 
**^'*  150,000    o    o 

£1,750,000    o    o 


SuBscRuiKi)  Capital— 
50,000  A  Shares,  £7  each,  fully  paid  . . 
50,000  B  Shares,  £7  each,  £3  los.  |>aid  . 
loo.noo  Preference   Shaies,    £9   each, 

f«dly  paid  

30.000  I'irst  I'reference  Shares,  £5  each, 
fully  luid  (new  issue) 


350,000 
175,000 


900,0:0    o    o 
150000    o    o 


£     s   d 


1,575,000 


Trade  Creditors 67;350 


o    o 
o    o 


£1,642,350    o    o 


Property  and  .i^sUs. 

£ 

Mining  Concession,  Land,  and  Buildings  at  Cost          . .  1,091,850 

Machinery  and  Plant £350,000    o    o 

Depreciation,  ^-ycar 25,000    o    o 

325.000 

Stocks         . .         . .         . .         . .  •      . .         . .         . .         . .  87,500 

Trade  Debts         58,300 

Cash  in  hand  and  at  Bank 3,600 

Profit  and  Loss  Account  — 
Loss  C  months  to  date  ..         ..  73,100    o    o 

Reconstruction  lix|>enses     ..         ..  3,000    o    o 


s 

d 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

76,100    o    o 


£1,642,350    o 


AUDITORS'  CERTIFICATE. 

Pursuant  to  .Section  23  of  the  Companies"  Act,  1900,  we  hereby  ct  rtify 
that  all  our  requirements  as  Auditors  have  .not  been  complied  with. 


A. 
C. 


Liverpool,  glk  Ocl<^r  1901. 


B. 
D. 


I  Chartered  Auountants. 
.iuditors. 


AUDITORS'   REPORT. 

We  have  examined  the  above  Balance  Sheet  with  the  Accounts  and 
Vouchers  relating;  thereto,  and  we  have  to  report  that  subject  to  ..iir 
Certihcate  annexed  liereto,  and  to  a  further  report  which  we  have  made 
to  the  Shareholders,  the  Balance  Sheet  is  properly  drawn  up  so  as  to 
show  a  true  and  correct  view  of  the  state  of  the  Company's  aflairs  on 
31st  August  1901,  as  shown  by  the  books  of  the  Company. 


A. 

C. 


B. 
D. 


Liverpool,  <^h  October  1901. 


-  Chartered  .iccountunts. 
A  uditors. 
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ADVANCED    ACCOUNTING. 


MANCHESTER    AND     LIVERPOOL   CHARTERED    ACCOUNTANTS    STUDENTS'    SOCIETIES. 

THE     WESSEX     ENGINEERING     COMPANY,     LIMITED. 

The  Auditor's  Report  and  Certificate  will  be  read  and  discussed  at  the  Ordinary  Meeting  of  Shareholdets.  but  the  hopelessness 
of  the  Company  is  now  generally  admitted,  and  it  is  decided  that  steps  be  taken  to  wind  up  the  Company  voluntarily.  A  Syndicate 
has  offered  to  take  over  the  whole  undertaking  on  the  following  terms.— the  Capital  to  be  repaid  to  the  Shareholders  in  Cash. 


Capital  

Trade  Crediicrs 
Expenses  of  Liquidation  . . 


I  and  LiubilUiu. 

Bai.anck  Siikkt. 
£       s   .1 

..     i,575,otv)    o    I. 
67,350    0    0 

SVNDIt  ATE's 
OH-EK. 

£        s    d 

67-. 55"    0    0 
500    0    0 

1 

Mining  KiKhls.  &c. 
Machinery  and  Plant 
Stoc's 
Trade  Debts 

Cash 

Proht  and  Loss  Account 

Pnptrty  and  Astth. 

Balance  Smctr. 

£        s    d 

1,091,850   0   0 

325,t<io    0    0 

^7,500    0    0 

5^.300    0    0 

3,6co    0    0 

76,100    0    0 

SVNUUATK'li 
0»MCR. 

£         «    d 

750,0-  000 

J50,oc  000 

ti4,o(ir>    0    0 

54.1  KW     u     0 

3,600    0    0 

£  1,642.350    0    0 

£ 

l.l4i,6co    0    0 

£  «. 642,350    0 

0 

£1,141,600    0    0 

"^ 

r  has  been  accepted  by 

the  Directors 

subject  to  confirmation  by  the  .Shareholders. 

PROPOSED     DISTRIBUTION     OF    CAPITAL. 


Both  Classes  of  Preference  Shares  to  be  paid  in  full  leaving  £23,7^0. 


hut— 


(i)- — If  A.  and  B.  Shares  take  proportionally  to  the  Amounts 
paid  up  respectively  then — 


A  Shares  receive  6s.  4d.  per  Share, 
and  B  Shares  receive  3*.  2d.  per  Share. 


Whereas — 


(2).— If  B.  Shareholders  are  asked  to  pay  up  their  calls, 
and  then  rank  with  the  A.  Shareholders  pari  passu- 


A  Shares  receive  £1  193.  gd.  per  Share, 
and  B.  Shares  pay  £i  103.  3d.  per  Share. 


These  Methods  will  be  discussed  at  the  Extraordinary  Meeting  of  Shareholders,  the  Directors  and  several  of  the  largest 

Ordinary  Shareholders  holding  different  views  upon  the  method  of  division. 

Note.— The  general  rule  upon  the  point  may  be  controlled  by  the  regulations  of  a  Company. 


t^^um^Kibaaiatk. 
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THE   CHARTERED  ACCOUNTANT    STUDENTS"   SOCIETY   OF   EDINBURGH. 


THE    NEW    GUINEA    GOLD    MINING    COMPANY    LIMITED. 

NOTICE  IS  HEREBY  GIVEN,  that  the  Second  Annual  General  Meeting  of  Shareholders  wUl 
be   held   within   No.   27  Queen   Street,    Edinburgh,   on   Thursday,   23rd  January   1902.  at  8.30  p.m. 

And  Notice  is  hereby  also  given,  that  at  the  same  place  and  on  the  same  day.  at  8.45  p.m.,  or  as  soon 
thereafter  as  the  business  of  the  above-mentioned  Meeting  is  concluded,  an  Extraordinary  General  Meeting 
OF  Shareholders  will  be  held  for  the  purpose  of  considering,  and,  if  approved  of.  passing  the  followmg 
resolutions : — 

1.  That  an  Agreement  dated  glh  January   1902.  entered  into  between  this  Company  and  the  Chartered  Company 

of  British  New  Guinea,  relating  to  the  transference  of  the  business,  property,  and  undertaking  of  this 
Company  to  the  said  Chartered  Company,  in  exchange  for  Shares  in  the  Chartered  Company  and  Cash, 
is  hereby  approved  and  confirmed. 

2.  That  in  order  to  the  carrying  out  of  this  Agreement,  this  Company    is    hereby    required    to    be    wound    up 

voluntarily. 

3.  That  this  Company  be  wound  up  voluntarily. 

4.  That  T.  Quest.  C.A..  be  appointed,  and  is  hereby  appointed.   Liquidator  of  this   Company,    for    the   purpose 

of  winding  up  the  affairs  and  distributing  the  Assets  thereof,  and  that  wiih  the  powers  conferred  upon 
liquidators  by  The  Companies   Act    1862,   and   Acts  amending  and   extending   the  same 

5.  That  the   Liquidator  may  make  such  modification   in   the  terms  of  the  Agreement  mentioned   in   Resolution   i 

as  he  may  deem  expedient,  and  do  all  things  as  he  may  find  convenient  or  necessary  for  carrying  the 
said  Agreement  into  effect. 

6.  That  the   Liquidator  may  and   shall   receive  the  Ordinary   Shares  in   the  Chartered  Company  of    British    New 

Guinea,  to  be  allotted  in  terms  of  the  Agreement  mentioned  in  Resolution  i.  and  may  and  shall  distribute 
the  same  among  the  Members  of  this  Company  as  follows,  namely  :-Every  holder  of  Eight  Ordinary  Shares 
in  this  Company  shall  receive  Nine  Shares  of  the  Chartered  Company  of  British  New  Guinea  and  the  Liqui- 
dator shall,  out  of  moneys  to  be  received  from  the  said  Chartered  Company,  purchase  all  rights  of  the 
Shareholders  of  this  Company  to  fractional  holdings  in  ihe  Chartered  Company;  every  holder  of  Founders- 
Shares  in  this  Company  shall  receive  Five  Ordinary  Shares  in  the  Chartered  Company  for  each  Founders- 
Share  held  by  him  in  this  Company.  Further,  that  the  Liquidator  shall  receive  in  cash  from  the  Chartered 
Company  of  British  New  Guinea,  and  shall  distribute  amongst  the  Shareholders  of  this  Company  according  to 
their  rights,  the  sum  at  the  credit  of  Profn  and  Loss  Account  in  this  Company's  Balance  Sheet  as  at 
30th  June  1901. 


By  Order, 


W.    H.   GRAY, 


Registered  Office, 
Edinbueoh,  15/*  January  1902. 


Secretary. 


312 


ADVANCED    ACCOUNTING. 


, 


THE    CHARTERED    ACCOUNTANTS    STUDENTS'   SOCIETY    OF    EDINBURGH. 

THE     NEW     GUINEA     GOLD     MINING     COMPANY     LIMITED. 


Directors. 
H.  P.  MACMILLAN,  Esq.,  Advocate,  Chairman. 
Admiral  J-LKKT,  I  Hon.  ANTHONY  NOBI.E. 

Colonel  CHARLES.  |  JEREMY  SMART.  Esq. 

WILLIAM  ANNAN,  Esq..  Managing  Director. 

Secretary— W.  H.  GRAY. 

Law  Agents— Messrs.  MUTCH  MALEIND  BROTHERS. 

Auditor— T.  QUEST,  C.A. 


REPORT   BY   THE    DIRECTORS 

To   the   Second  Annual   General  Meeting  of  Shareholders^ 
to  be  held  within  No.  27  (Juken  Street,  Edinburgh,  on  Thursday,  23rd  January  1902. 


The  Directors  have  pleasure  in  reporting  that  the  operations  of  the  Company  during  the  past  year  have  been  highly 
successful,  and  that  the  realised  net  profit  for  the  year  is  /lo.ooo.  Out  of  this  sum  a  dividend  at  the  rate  of  five  per  cent,  falls 
to  be  paid  to  the  Ordinary  Shareholders.  This  will  absorb  ^.500.  and  the  Directors  recommend  that  the  balance  (/5.500), 
together  with  interest  on  calls  in  arrear  (£^),  in  all  £5,580,  be  divided  amongst  the  Shareholders,  in  accordance  with  the 
Memorandum  of  Association  of  the  Company. 

Notwithstanding  the  large  profit  on  the  past  year's  working,  the  Directors  have  had  under  their  grave  consideration  the 
very  serious  outlay  incurred  for  management  in  New  C'.uinea.  As  a  result  of  inquiries  they  have  made,  the  Directors  are 
satisfied  that  the  Company  cannot  be  continued  in  its  present  methods  of  work  without  heavy  expenditure  for  management  in 
New  Guinea. 

They  have,  therefore,  opened  negotiations  with  the  Chartered  Company  of  British  New  Guinea,  which  has  large  intereste 
among  the  Owen  Stanley  Mountains,  where  the  Company's  mine  is  situated,  and  whose  engineering  and  management  staff  will 
be  able  to  control  the  working  of  the  mine  in  a  satisfactory  and  efficient  fashion  at  a  very  great  saving.  After  much  corre- 
spondence and  many  meetings,  the  Chartered  Company  of  British  New  Guinea  has  offered  to  purchase  this  Company's  whole 
property,  plant,  and  other  assets,  on  the  footing  of  the  annexed  Balance  Sheet  as  at  30th  June  i<><)i.  to  assume  liability  for  the 
Debentures,  and  to  pay  in  cash  to  the  Liquidator  for  distribution  amongst  the  Shareholders,  according  to  their  respective  rights, 
the  balance  of  /^lo.ooo  appearing  at  the  credit  of  Profit  and  I.OSS  Account  in  that  Balance  Sheet. 

The  offer  made  by  the  Chartered  Company  is  that  for  every  Ordinary  Share  of  this  Company  there  should  be  given  ij 
Share  in  the  Chartered  Company,  and  for  every  Eounder's  Share  there  should  be  given  five  Shares  of  the  Chartered  Company. 
Such  portions  of  Shareholders'  holdings  in  this  Company  as  will  result  in  fractional  holdings  in  the  Chartered  Company  will  be 
paid  off  in  cash  at  the  rate  of  £1  is.  3d  per  Stiare  of  the  Cnartered  Company  to  which  the  Shareholder  is  entitled.  The  present 
market  value  of  the  Shares  of  the  Chartered  Company  is  £\  is  3d.,  at  which  price  they  have  stood  for  some  months. 

Arrangements  have  been  made  whereby  all  officials  of  the  Company  will  be  taken  over  by  the  Chartered  Company  at 
their  present  remuneration,  and  an  understanding  has  been  come  to.  that  two  Directors  of  this  Company  will  be  invited  to  join 
the  Board  of  the  Chartered  Company. 

In  view  of  the  strong  position  of  the  purchasing  Company,  and  of  the  confidence  of  the  public  therein,  as  evidenced  by 
the  premium  which  its  Shares  command  on  the  market,  it  has  not  been  thought  necessary  to  consult  llie  Debenture  Holders  as 
to  their  wishes  in  connection  with  the  proposed  sale. 

Provision  has  been  made  in  the  Agreement  with  the  purchasing  Company  whereby  it  will  issue  free  of  charge  Debenture 
Stock  Securities  for  sums  equal  to  the  amounts  of  the  principal  moneys  due  on  the  present  documents  of  debt,  upon  these  being 
surrendered  by  the  Debenture  Holders.      The  Directors  presume  that  the  Debenture  Holders  will   take  advantage  of  this 

provision. 

The  Shareholders  will,  no  doubt,  be  pleased  to  knew  that  the  Directors  have  succeeded  in  completing  the  purchase 
of  the  patent  hydraulic  extracting  machine  referred  to  in  last  Report.  The  price  has.  meantime,  been  entered  in  the 
Balance  Sheet,  partly  under  the  heading  Mining  Rights  and  Plants,  and  partly  under  the  heading  Subsidiary  Patent  Rights. 

In  accordance  with  the  provision  of  the  new  Companies  Act,  the  Auditor's  Report  on  the  Accounts  will  be  read  to 
the  Meeting.  At  the  suggestion  of  the  Auditor,  the  Report  has  not  been  printed,  as  in  former  years,  at  the  foot  of  the 
Balance  Sheet. 

In   terms   of  the   Articles,    two   of  the 
eligible,  offer  themselves  for  re-election. 

The  Auditor  also  retires,  but  is  eligible  for  re-election 


Directors,   Admiral  Fleet  and  Colonel  Charles,  retire  at  this  time,  but,  being 


By  Order  of  the  Directors, 


W.    H.    GRAY, 


Edinburgh,  i^th  January  1902. 


S$cr$tary. 
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THE  CHARTERED  ACCOUNTANT  STUDENTS'  SOCIETY  OF  EDINBURGH. 

THE     NEW     GUINEA     GOLD     MINING     COMPANY     LIMITED. 

BALANCE   SHEET,  as  at   30th  June   1901. 


LiubiiUics. 
Capital  Ai;thorisku  and  Is&l'ed. 

il  uthoristd — 

90,000  Ordinary  Shares  of /i  each. 

10.000  Founders'  Shares  ofCi  each. 

The  free  surplus  profits  in  each  year,  after  5  per  cent, 
has  lH*n  \km\  on  the  Ordinary  Shares,  is  divisible, 
one-half  anionK  die  holders  of  Ordinary  Shares,  and 
one-half  among  the  holders  of  Founders'  Shares. 

Issued— 


90.000  Ordinary  Shares  of  £t  each 
Less  calls  in  Arrear 


10,000  Founders'  Shares  of  £t  each,  fully  paid 


£90.000 
1. 000 

89,000 
10,000 


Reskrvk-  99'«» 

Premium  received  on  issue  of  £50,000  5  per  cent. 
Debentures £5,000 

Premium  received  on  30,000  Ordinary  Shares 
issue<l  durinK  year 3,000 

Calls  receiveti  and  premium  obtained  on  re- 
issue of  1,000  Ordinary    Shares,    los.   paid, 

forfeited  duriti);  the  year fioo 

,^  8,600 

Debentures  bearing  interest  at  6  per  cent,  per  annum,  and 
repayable  at  [>ar  in  1910 5c,ooo 

Sinking  Fund  kor  Rkdkmption  ok  Debknturks— 

Amount  provided  from  out  of  profits  last  yt-ar. .  £1  000 

Do.  this  year ,,000 

Profit  amo  Loss  Account— 

Thus,  profit  on  working  for  year ai,aoo 

Less  Expenses  of  ManaKement  in 

New  Guinea  £9.000 

Expenses  in  Great   Britain  1,000 

Sum  set  aside  toward 
Sinking  Fund  for  re- 
deuiptiuii    of   Debentures  1,000 

11,000 


Ass^. 

Mining  Rights  and  Plant — 

Amount  paid  to  Vendor 

Added  during  previous  year       £25.000 

Do.        do.    this  year 80.000 

Subsidiary  Patent  Rights 

Preliminary  Ex()enses         

OflSce  Furniture,  Fittings.  &c 

Sums  in  hands  of  Officials  in  New  Guinea 

Cash  at  Bankers  and  in  hand        


£50,000 


105.C00 

i55.uno 

4.«.oo 
2,oro 

100 
7.«x«i> 

600 


10,000 

£169,600 


£i6^noo 


Kdinbur.ih.  M/A  /rt».«ary  igo2.-In  accordance  with  the  Companies  Act.  1900.  I  hereby  certify  that  all  my  requirements  as  Auditor  have  been 
couipUed  with. 

T.  QUEST.  C.A.,  Auditor. 
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IN  the  preceding  chapters  the  more  usual  proldenis 
arising  in  connection  with  general  business 
undertakings  have  been  considered  at  length  in  due 
sequence.  It  is  i>roj)Osed  to  devote  the  present 
chai)ter  to  the  elucidation  of  certain  matters  which 
it  has  not  been  necessary  to  hitherto  discuss  in  order 
to  make  clear  the  best  treatment  in  connection  with 
other  i)rol)lems  afterwards  described,  but  which  on 
account  of  their  intrinsic  imi)ortance  call  for 
description  in  these  l)ages,  if  the  present  work  is  to 
put  forward  any  claim  towards  api)roaching  com- 
pleteness. The  various  matters  that  now  remain  to 
be  described  have  been  post])oned,  because  they  form 
no  part  of  the  sequence  upon  which  the  i)receding 
l)ages  are  based:  none  the  less  are  thev  matters 
which  merit  the  carelul  attention  of  the  student  of 
accounting. 

EMPTIES. 

In  the  case  of  a  number  of  industries,  the  nu»st 
convenient  treatment  of  Emjities  is  a  matter  of  very 
cfinsiderable  im})ortance.  If  an  inadequate  system 
be  j)rovided,  the  result  will,  in  all  probability,  be 
that  whereas  the  matter  engages  a  considerable 
portion  of  the  time  of  the  bookkeeping  staff, 
serious  losses  are  yet  experienced  from  this 
source,  dissatisfaction  given  to  customers,  and 
perhajjs  in  addition  a  misleading  view  of  the  position 
shown  by  the  books.  When  the  Empties  are  of  con- 
siderable value  a  reliable  system  is,  of  course, 
especially  im])ortant ;  but  where  Empties  are  charged 
for  at  all,  it  is  essential  that  the  method  of  account- 


ing emjiKned  in  connection  with  them  should  be 
one  that  works  smoothly  in  practice,  shows  reliable 
results,  and  at  the  same  time  does  not  make 
excessive  demands  on  the  time  of  the  bookkeeping 
staff. 

This  being  a  general  work,  it  is  projuised  to 
describe  the  \arious  alternative  systems  of  account- 
ing for  Empties  in  general  terms,  indicating  the 
l)rincii)les  upon  which  they  are  founded,  and  their 
relative  advantages.  In  apjilying  these  principles  to 
individual  cases,  it  is,  of  course,  important  in  the 
first  instance  to  become  fully  acquainted  with  the 
practical  requirements  of  those  cases,  and  the  systems 
described  may  require  modification  in  detail  in 
order  that  these  requirements  may  be  met  to  the 
best  advantage.  It  is  thought,  however,  that  this 
task  of  adaptation  may  be  readily  accomplished  so 
long  as  the  general  j)rincij)les  are  made  clear; 
whereas,  had  the  alternative  course  been  j)ursued  of 
explaining  in  detail  systems  suitable  to  one  or  two 
specific  industries,  the  formulation  of  a  s»heme 
suitable  for  other  undertakings  would  not  be  so 
obvious. 

First  Method.— 

When  Empties  are  charged  to  customers  at  a  price 
which  is  allowed  in  full  uiM)n  their  return  in  good 
condition,  and  the  almost  invariable  practice  is  for 
them  to  be  returned  promptly  (so  that  in  point  of 
fact  customers  never  pay  for  Empties,  except  such 
as  may  be  lost),  the  question  arises  as  to  whether  it 
is  worth  while  to  make  any  record  in  the  financial 


books  until  it  l)ecomes  necessary  to  call  upon  a 
customer  to  pay  for  such  Empties.  This  postiK)ning 
of  entries  has  the  ailvantage  of  saving  a  consider- 
able amount  of  clerical  labour,  but  the  extra  trouble 
involved  when  it  becomes  necessary  to  make  a 
charge  militates  against  this  system  if  such  charges 
are  likely  to  be  numerous.  When,  however,  the 
circumstances  render  its  adoption  suitable,  the 
system  may  l.>e  readily  w<jrked  in  practice  by  treat- 
ing the  Empties  on  exactly  the  same  lines  as  goocls 
sent     out    on     a[)proval — the     transactions     being. 


indeed,  for  all  practical  purposes,  identical.  In  the 
Xominal  Ledger,  Accounts  should  be  opened  to 
record  transactions  in  each  class  of  Empties,  anil 
these  from  time  to  time  should  show,  as  a  debit 
balance,  the  value  of  the  Empties  in  hand,  or  in  the 
hands  of  custc^mers  pending  return.  Such  accounts- 
should  be  debited  with  the  cost  of  further  purchases 
and  repairs  (if  any),  and  credited  with  the  total  sum 
charged  for  Empties  not  returned,  the  difference  o;i 
the  account  from  time  to  time  showing  the  profit,  or 
loss,  as  shown  by  the  following 


EXAMPLE 
Dr. 


CASES     ACCOUNT. 


Cr. 


IQ03 

Jan.      I 
I>iC.    31 


To  Stock 
m    Purchases. 
■    Repairs 


Jan.      I 


To  Slock 


C    s 

d 

HJ-12 

2,ClOO 

200    0 

0 

Dec.    31 

5(0 

100    0 

0 

1 

20      0 

0 

1 

1 

2500 

£320     0 

0 

I  .Cixi 

160      0 

0 

By    Custoineis     (for    Casts    net 
rt  turned)  

«    Stuck  (carried  down)  . . 

,     Loss    transferred     to      I'.clil 
and  Loss  Account 


£ 

s    d 

800 

100 

0    0 

1 .6 )  1 

i6j 

u     0 

Cu    o    o 


a,5w» 


£320    o    o 


Second  Method.— 

When  the  conditions  are  the  same  as  under 
Metho«l  I.,  save  that  the  nece.ssity  for  charging 
customers  is  c«)mi»aratively  frequent,  the  balance  of 
advantage  is  generally  in  favour  of  the  Empties 
being  at  once  charged  ui)  in  the  Sold  Ledger  in  the 
ordinary  way.  The  total  charges  for  Empties  must, 
however,  of  course  be  kept  separate  from  the  Day 
Book  totals,  in  order  that  the  nominal  accounts  may 
be  correctly  iH>sted,  and  in  the  same  way  allow- 
ances lor  Empties  Returned  must  be  kept  separate 
from  Sales  Returns.  This  separation  is  as  a  rule 
most  readily  performed  by  the  addition  of  a  special 
money  column  to  the  Day  Book  and  Sales  Return 
Book;  but  in  some  cases  it  may  be  found  to 
sufficiently  answer  all  practical  requirements  if  the 
weekly,  or  monthly,  totals  be  analysed  before  any 
postings  are  made  to  the  nominal  accounts.  The 
entries  in  respect  of  Empties  may  either-  be  posted 
in  the  ordinary  way  to  the  Sold  Ledger  Accounts,  or 


in  some  cases  it  may  be  found  convenient  to  employ 
a  sei>arate  money  column  in  the  Ledger  for  these 
transactions.  One  advantage  of  such  additional 
money  columns  is  that  the  Empties  have  probably 
been  charged  to  customers  at  a  profit,  which  of 
course  will  not  be  realised  (or  only  partially 
realised)  if  they  are  returned  and  allowed  for  in  ilue 
course.  At  l>alancing  time,  therefore,  it  is  generally 
necessary  to  make  some  Reserve  against  the  amount 
{'harged  to  customers  for  Empties  in  their  hands,  in 
order  to  avoid  undue  inflation  of  profits.  If  the 
aggregate  amount  of  outstanding  debits  in  respect 
of  Empties  be  ascertained  (as  is  reailily  possible 
with  the  two-column  Ledger),  the  amount  of  this 
Reserve  may  be  at  once  arrived  at ;  when,  however, 
the  introduction  of  a  double  column  is  considered 
undesirable,  the  amount  of  the  Reserve  can  as  a 
rule  be  readily  gauged,  if  a  statistical  column  be 
provided  in  the  Ledger  showing  (in  quantit'es  only) 
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the  number  of  Emi)ties  in  customers'  hands  from 
time  to  time.  This  latter  plan,  however,  is  only 
suitable  where  the  Empties  are  all  of  the  same 
description  {e.g.,  the  bottles  of  a  mineral  water  com- 
pany, the  sacks  of  a  miller,  &c.) ;  in  general 
businesses,  where  several  different  classes  nf 
Empties  have  to  be  accounted  for,  the  statistical 
column  is  impracticable,  as  n(.  reliable  valuation 
could  be  placed  upon  Empties  generally,  and  a 
separate  column  in  the  Ledger  for  thecjuantities  of 
each  class  of  Empty  would  be  out  of  the  question. 

Third  Method.— 

Another  plan  that  is  often  adopted  in  practice, 
and  which  is  to  some  extent  a  variation  of  Method 
L,  is  to  keej>  an  "  Em])ties  Ledger,"  showing  the 
amount  of  Empties  in  the  hands  of  each  customer 
in  an  account  opened  in  his  name.  When  there  are 
numerous  different  kinds  of  Emi)ties  it  will  often  be 
found  that,  in  the  long  run,  the  keei)ing  of  a 
Statistical  Ledger  upon  these  lines  is  a  saving,  rather 
than  an  expenditure,  of  additional  labour. 

Fojrth  Method  — 

The   system    of    accounts    described    in    Cha])ter 
XVI n.  is  one  that  readily  lends  itself  to  the  record 
oi   transactions   in    Empties,    antl    may    usefully   be 
applied  when  the  Emi)ties  are  of  sufficient  value  to 
make  it  really  desirable  that  a  careful  record  should 
be   kept— as,   for   example,    when    they   consist    of 
specially    constructed     i)acking     rases,     casks,     or 
mineral-water  syphons.     The  i)lan  adopted  is  some- 
what ui>on   the   lines   of  the   Card   Ledger  already 
described  on  page  208;     but  in  reality  it  is  prac- 
tically identical  with  the  "  Chaldean  "  system,  which 
(as  stated  upon  page  201)  is  the  basis  upon  which 
all    classes    of   bookkeeping    "without    books"    are 
founded.    A  certain  number  of  cards,  or  tallies,  are 
piepared,  each  of  which  has  a  distinctive  number, 
corresi)nnding  with  the  number  given  to  an  EmjUy. 
While  these  Emi)ties  remain  in  the  warehouse,  the 
tallies  corresponding   to   them   remain    in   a   corre-  ' 
sponding     division,     or     framwork,     so     arranged 
that     any     desired     number     can     be     at     once 


taken    out    as    required.      As    EmjUies    are    issued 
to     customers,      the     corresi)onding     tallies     are 
Ukeo     out     of     the     "warehouse"     frame     ami 
placed  in  a  division,  or  compartment,  set  aside  to 
record  the  Emi)ties  in  the  hands  of  that  particular 
customer.      The    tally    remains    in    the    customer's 
di\ision    until    the    Empty    is    either    returned    or 
charged   lor  as   missing.      In   the  former  «ase,   the 
tally   is  returned   t(»   the  Warehouse   frame,    in   the 
latter  case  it  is  handed  over  to  the  clerk  in  charge 
of    the    department    to    be    camx-lled.      The    great 
advantage  of  this  system  is  that,  with  only  a  very 
ordinary  amount  of  care,  it  can  i»e  jierfectly  well 
undertaken    by    quite    illiterate    persons;    while    a 
further  advantage  is  that  it  is  just  as  simi)le  to  keep 
a  record  of  a  number  of  different  classes  of  Empties 
as  it  would  be  if  all  were  of  the  same  description. 
When,  however,  the  system  is  applied  to  the  record 
of  several  different  classes  of  entries,  it  is  convenient 
that  the  tallies  in  resjHJCt  of  each  class  should  be 
differently  coloured,  so  that  the  distinctions  may  be 
readily  tliscernible  at  a  glance. 

GOODS  ON  SALE  OR  RETURN. 

If  it  be  quite  unusual  for  the  business  to  send  out 
goods  (Ml  ai)i)roval,  no  necessity  arises  for  making 
any  si)ecial  provision  in  the  books  for  the  record  of 
these    transactions,    any    more    than    one    would 
ordinarily  j)rovide  special  books  for  the  record  of 
any  .jther  transactions  of  a  quite  unusual   nature. 
In  such  cises  it  will  meet  all  i)ractical  requirements 
sufficiently  well  if  the  original  entry  on  the  forward- 
ing of  the  goods  be  passed  through  the  Day  Book 
and  posted  to  the  Sold  Ledger  in  the  ordinary  way, 
a  note  being  a])pentled  to  the  Day  Book  entry  (if 
necessary)  to  indicate  that  the  customer  has  a  right 
to  return  these  goods  if  not  ai)proved  of.     In  the 
event  of  the  goods,  or  any  portion  of  them,  being 
returned,  the  record  would  be  passed  in  the  usual 
way  through  the  Sales  Returns  B(K)k,  and  credited 
to  the  customer's  account  in  the  Sold  Ledger. 
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When,  however,  transa«*tions  of  this  description  Sales  being  over-stated  at  balancing  time  by  the 
are  numerous,  it  becomes  necessary  to  provide  a  |  inclusion  of  purely  spe<'ulative  transactions.  In  the 
special  means  of  recording  them,  in  order  (i)  to  save  i  case  of  a  general  business,  the  most  convenient  plan 
time,  (2)  to  enable  the  gocnls  out  on  "  ap|)ro."  to  be  |  is  to  provide  a  separate  Day  Book  for  "appro." 
readily  watched,  (3)  to  avoid  the  total  of  bond  fide  j  transactions,  ruled  as  shown  in  the  following 


EXAMPLE: 


APPRO."    BOOK. 


Date 


Goods  Forwanlnd 


Particulars 


Drtails 

Amount 

Oato 

£      s     .1 

£'   «     d 

Goods  Relumed 


Amount 


Goods  Cluu-f^ 


Fo.        Amount 


£       s      d 


All  goods  sent  out  on  api)roval  are  entered  in  this 
Day  Book  in  the  or<linary  way,  the  columns  on  the 
right  of  the  thick  line,  being,  however,  left  blank, 
floods  returned  are  entered  in  the  space  i)rovided 
for  that  purpose  u[)on  the  right  of  the  thick  line, 
antl  the  difference  between  the  two  entries  {i.e.,  the 
value  of  the  goods  retained)  is  extenderl  into  the 
extreme  right-hand  column  and  posted  into  the  Sold  ^ 
Ledger.    Only  the  extreme  right-hand  column,  there- 
fore, forms  part  of  the  financial  system  of  accounts, 
and  that  column  is  treated  as  a  Day  Book.     The  | 
rest  of  the  "  Ajipro."  Book  is  for  statistical  purposes  | 
only.      At   balancing    time    the    items   representing  , 
goods  remaining  in  the  hands  of  customers  may  be 
brought  forward  to  a  new  section  of  the  book,  so  | 
that  the  old  section  may  be  added  up  and  the  cross- 
totals  agreed.    The  value  of  the  goods  remaining  in  ' 


the  hands  of  customers,  but  not  charged  up,  may  be 
added  to  the  inventory  of  Stock-in-trade,  subject, 
of  course,  to  deduction  of  the  "loailing'  that 
n-presents  the  Clross  Profit. 

In  the  case  of  special  imlustries,  dealing  i>erhaps 
with  a  single  article  which  it  may  be  necessary  to 
send  out  on  sale  or  return,  it  is  often  desirable  to 
keep  special  tally  of  each  such  article.  Under  these 
tnrcumstances,  the  tally  system  already  described  in 
connection  with  Empties  may  sometimes  be  found 
to  meet  the  case.  With  others  an  adaptation  of  the 
Tabular  System  seems  more  convenient,  a  sjjecial 
book  being  kept,  which  combines  the  functions  <»f  a 
Stock  Le<lger  and  "  Appro."  Day  Book,  as  shown  in 
the  following 


EXAMPLE: 


"APPRO."    (AND    STOCK)    BOOK. 


No.  of 
Article 


Sent  to 


No.  of 
.Appro.  Note 


Amount 


Date 


Returned 


No.  of 
Credit  NotP 


Amount 


CharRod  up 
S.  L.  Fo.   I        Amount 


d 
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ROYALTY  ACCOUNTS. 

Certain  ronsiderations  arise  in  ronnertion  with 
the  proper  treatment  of  Royalties  in  accounts  that 
call  for  attention  here,  by  reason  of  the  facn  that  a 
failure  to  uuflerstand  the  nature  of  these  transactions 
may  very  easily  cause  an  entire  misapprehension  as 
to  the  position  of  the  undertaking.  RoyaUies  are 
paid  to  the  owners  of  copyrights,  and  patent  or 
mineral  rights,  in  consideration  of  certain  rights  of 
user  ceded  by  the  owner.  Thus  publishers  pay 
Royalties  to  authors  for  the  right  to  produce  and 
sell  copyrifjht  works ;  manufacturers  pay  inventors 
Royalties  for  the  right  to  embody  patented  inven- 
tions in  their  manufactures ;  and  colliery,  mine,  and 
quarry  owners  pay  Royalties  for  the  right  to  extract 
from  another's  land  the  mineral  of  which  they  are 
in  search. 

Almost    the    only    thing    in    common    with    these 
various  classes  of  Royalties  is  that,  as  a  rule,  the 
amount  payable,  instead  of  being  a  fixed  sum,  varies 
with  the  extent  to  which  the  right  is  utilised— that 
is  to  say,  with  the  quantiiy  of  business  done  of  that 
particular  description.     When  the  Royalty  paid  is  a 
fixed    sum    there    is,    from    the    jjoint    of    view    of 
accounting,    no    occasion    to    distinguish    between 
Royalties  and  ordinary  fixed   expenses  {e.g..  Rent, 
vvc),     save     that     in     a     manufacturing     business 
Royalties  must  always  be  regarded  as  an  exjjense 
chargeable    against    Trading    Account    rather    than 
Profit  and  Loss  Account,  forming  (as  they  do)  an 
essential  item  in  the  cost  of  i)roduction  of  the  com- 
modities dealt  in.     When,  on  the  other  hand,  the 
amount  of  Royalty  varies  with  the  amount  of  business 
done,  or  with  the  outjiut,  the  accounts  must  be  so 
arranged  as  to  lend  themselves  to  a  right  calculation 
of  the  amount  f)f  such  Royalty  from  time  to  time. 
Thus,  in  the  case  of  a  i)ublisher,  it  is  essential  that 
detailed   Stock   Books  should  be  ke|)t,  which  will 
enable  the  number  of  copies  sold  of  each  work  to  be 


readily  ascertained  and  verified ;  and  in  the  case  of 
a  manufacturer  holding  a  license  from  a  patentee, 
the  accounts  must  be  designed  to  readily  show  the 
number  of  articles  uixm  which  the  benefit  contained 
in  the  license  has  been  employed,  so  that  the 
holder  of  the  patent-ri«(hts  may  receive  the 
amount  to  which  he  is  entitled.  It  is  unnecessary 
to  exj)lain  in  detail  how  these  ends  mav  be 
achieved  in  practice  in  individual  ca.ses,  as  the 
l^recise  method  adopte<l  will  naturally  vary  greatly 
according  to  the  general  system  of  accounts  in  use. 
It  may  be  mentioned,  however,  that  as  in  all  pro- 
I)ability  these  rtrords  will  be  liable  to  be  prorUiced 
to  the  owner  of  the  rights,  to  triable  him  to  verify 
the  correctness  of  the  amount  of  Royalties  payable,  it 
is  important  to  so  arrange  the  books  as  to  prevent 
the  necessity  of  at  the  same  time  disclosing  other 
information  in  connection  with  the  business,  which 
it  may  be  thought  desirable  to  keep  private. 

Occasionally  the  arrangement  with  regard  to  the 
payment  of  Royalties  is  such   that   no  payment  is 
due  until  the  happening  of  a  certain  event— a.s,  for 
examjile,  until  after  the  output  has  reache<l  a  certain 
figure;  or  fcr  contra  a  fixeil  Minimum  may  be  pay- 
able in  any  event,  with  a  right  to  recover  the  exce.ss 
.)f  the  Minimum  over  the  Royalties  out  of  future 
workings.     In  the  first-named  case  it  is  imjKirtant  to 
bear   in   mind   that   the   Royalties  on   the   business 
actually  done  are  at  all  times  a  charge  against  the 
profits  of  that  business,  even  if  (by  special  arrange- 
ment) they  will  not  be  immediately  jiayalile.     Su«-h 
Royalties    should    accordingly    be    credited    t<»    a 
'Royalty     Suspense     Account"     and     clebited     to 
Revenue  as  incurred;    u|Mjn  the  hapi)ening  of  the 
event  under  which  they   become  actually   payable, 
the  Royalty  Susjiense  Account  may  be  clo.sed,  and 
the  balance  tran.sferred  t<j  the  credit  of  the  owner's 
Personal  Account.     In  the  second-named  case,  the 
record  is  uix)n  the  lines  that  ordinarily  obtain  in 
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connection     with     Royalties     payable     on     mineral 
rights,  which  will  now  be  discussed  in  detail. 

ROYALTIES  ON  MINERALS. 

As  already  statefl  shortly,  the  usual  arrangement 
between  the  owner  of  mineral  rights  and  the  owner 
of  the  colliery,  mine,  or  quarry  engaged  in  exploit- 
ing those  rights  is  ujwm  the  following  lines:  — 

I  (i)  A  Royalty,  based  on  the  quantity  of  minerals 

raised,  is  payable  to  the  owner. 

(2)  In  any  event  a  fixed  minimum  sum  is  payable 
to  the  owner  annually. 

(3)  In  the  event  of  the  Minimum  Rent  exceeding 
the  Royalty  on  the  output  for  the  year,  the  excess 
of  Royalties  overpaid  may  l)e  "  redeemed  "  out  of 
future  workings,  in  later  years  when  the  amount  of 
the  Royalty  exceeds  the  Minimum,  or  "  Dead,"  Rent. 
In  some  localities,  however,  it  is  usual  to  qualify 
this  right  of  recovery  by  limiting  such  a  right  to  a 
period  of  three  or  five  years :  in  other  localities,  the 
right  may  be  exercised  at  any  time  «luring  the 
continuance  of  the  arrangement. 

The  agreement  between  owner  and  worker  takes 
the  form  of  a  lease,  an<l  it  will  therefore  be 
convenient  to  sjx^ak  of  those  parties  res|)ectively  as 
the  lessor  an«l  the  lessee. 

The  exact  mode  of  assessing  the  Royalty  payable 
dejxnds  partly  u|>on  the  nature  of  the  mineral  and 
partly  ui)on  local  cu.stom,  but  in  nearly  all  cases 
it  is  a  fixed  rate  ])er  ton,  jier  cubic  yard,  or  per  acre 
of  the  mineral-bearing  region  worked.  It  is 
invariably  based  ujion  the  quantity  of  the  output. 
If  it  be  at  the  rate  of  so  much  per  ton,  the  amount 
of  the  Royalty  may  l)e  readily  computed  from  an 
inspection  of  the  books,  which  will  in  all  cases  show 
the  weight  of  mineral  raised  from  <lay  to  day;   if. 


however,  the  basis  be  by  measure,  it  is  usual  for 
surveyors,  appointed  by  the  lessor  anfl  lessee  respec- 
tively, to  from  time  to  time  examine  the  workings, 
and  agree  as  to  the  quantity  of  mineral  extracted 
during  the  perio<l  under  review. 

These  being  the  conditions  obtaining,  it  will 
readily  be  perceived — 

{a)  That  the  Royalty  upon  the  actual  output  is  in 
all  cases  a  proper  charge  against  Revenue ; 

ip)  That  under  no  circumstances  must  the  amount 
paid  to  the  lessor  fall  below  the 
prescribed  Minimum,  or  Dead,  Rent; 

(<-)  That,  so  long  as  the  actual  payments  to  the 
lessor  exceed  the  aggregate  Royalties  on 
the  output  up  to  that  date,  the  excess  is 
— from  an  accounting  point  of  view — 
Royalties  paid  in  advance,  which  may 
properly  be  carried  to  a  Suspense  Account 
and  treated  as  an  asset,  to  lottf^  as  the 
lessee  retains  the  right  to  recover  them  out 
of  future  n'orkings,  and  there  is  a  reason- 
able probability  that  such  future  .workings 
will  enable  the  excess  to  be  recovered  ; 

(d)  In  no  year  must  the  actual  payment  to  the 
lessor  exceed  the  Minimum  Rent,  so  long 
as  any  balance  remains  on  the  Royalties 
Sus{)ense  Account  referred  to  above. 

With  this  preliminary  explanation,  it  is  thought 
that  the  reader  will  exi)erience  no  difficulty  in 
following  the  working  out  of  the  problem  given 
overpage,  which  fully  illustrates  the  principles 
already  described. 
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PROBLEM.-A   Colliery  is  worked  under  a  lease  granted  by  Lord  X..  at  a  royalty  of  8d.  per  ton,  with  a 

minimum  yearly  rent  of  /-^ooo,  with  power  to  recoup  short  workings.  In  the  first  year 
25,000  tons  are  worked  ;  in  the  second  26,500 ;  in  the  third  24.600 ;  in  the  fourth  31.000 ;  and 
in  the  fifth  30,500  tons. 


How  would  you  deal  with  the  respective  years'  royalties,  both  in  Profit  and  Loss,  and 
in  the  Balance  Sheet  ? 


Dr. 


Dr. 


II. 


III. 


To  Cash 


To  Cash 


To  Cash 


I. 

To  Lord  X 

To  Lord  X 

To  Lord  X 

To  Lord  X 

„  Short- Workings  Account     .. 

To  Lord  X 

„    hhori- Workings  Account      .. 

i:833 

6 

8 

• 

II. 

£8»3 

6 

8 

I. 

III. 

£%20 

0 

0 

III. 
IV, 

V. 

IV. 

1,000 
33 

0 
6 

0 
8 

/1.033 

6 

8 

V. 

I, (MM) 
16 

0 
13 

0 
4 

£\,ox(i 

>3 

4  i 

. 

ROYALTIES    ACCOUNT. 

By  Profit  and  Loss  Account  .. 

By  Profit  and  Loss  Account  .. 

By  Profit  and  Loss  Account  .. 

By  Profit  and  Loss  Account  .. 


By  Pjofit  and  Loss  Account  . . 


LORD    X. 


IV.       To  Cash ^,^,     „    „ 

To  Cash 


1,000 

0 

0 

I. 

II. 
III. 

IV. 

V. 

i^i.ooo 

0 

0 

i.oco 

0 

0 

;fi,ono 

0 

0 

I  000 

0 

0 

/i.ooo 

0 

0 

/l.OOl 

0 

0 

/i.ooo 

0 

0 

^~" 

^^ 

Cr. 


•  • 

;f833 

6 

8 

•  • 

i:883 

6 

8 

•  • 

;f820 

0 

0 

•  • 

J.033 

6 

8 

£1.033 

6 

8 

1,016  13      4 


/1016  13     4 


By  Rnyaliies  Account 

„    Short  Workings  Account      ..         '.. 

By  Royalties  Account 

,.    Short-Workings  Account     ..         .. 

By  Royalties  Account 

„    Short- Workings  Account 

By  Royalties  Account 

By  Royalties  Account      .. 


Cr. 


833    6    8 
160  13    4 


;fl.OOO      O      O 


883     6     8 
116  13    4 


£1,000    o 

820    o    o 
180    o    o 


£1.000    o    o 


£1.000    o 


£1,000     o    o 
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Dr. 

I.      To  Lord  X.. 


SHORT-WORKINGS    ACCOUNT. 


£165  13    4 


II. 


HI. 


To  Balance. , 
„    Lord  X.., 


i6'j  13     4 
116  13     4 


£283    6     8 


To  Balance. 
„    LordX.., 


283     6     8 
180    o    o  i 


I.       By  Balance 
n.       By  Balance 


£463     6     8 


IV.      To  Balance. 


463    6    8 


£463    6    8 


To  Bilance. 


430    o    o 


£430    o    o 


VI. 


To  Balance. 


£413     6     8 


III.      By  Balance 


IV. 


By  Royaliies  Account 
„    Balance.. 


By  Royalties  Account 
,.    Balance.. 


Cr. 

,       £|C6  13 

4 

1 

283    6 

8 

£283     6 

8 

463    6 

8 

£463     6 

8 

3i     6 
430    0 

8 
0 

463    6 

8 

iG  13 
4'3     *> 

4 
8 

£430    0 

0 

R  v^nl[  \  "\.  £"'"n-  H    [^'^^'f-^^ '^'f'^'KS   Account-    arc    ^^ Redeemable  Dead    Rent  Account;'   -Overpaid 

Royaltts  Account,     -  Royalltes  Suspense  Account,-  &c.     The  balance  standing  to  the  debit  of  this  account  is  slLJnas 
an  asset  m  each  annua   Balance  Sheet;  but  if  can  only  be  properly  so  stated  if  there  is  f^rood  reason  to     .J^^^^^^ 
'u',11  be  redeemed  out  of  future  workinf^s,  which  in  the  above  example  seems  someu'hat  doubtful  ^^ 


ACTUARIAL  VALUATIONS  AND  ACCOUNTS. 

In  the  case  of  the  vast  majority  of  undertakings, 
the  only  satisfactory  system  of  accounting  is  by 
«l(.ul)le-entry,  under  which  it  is  possible  to  compile 
from  time  to  time  (a)  a  Revenue  Account,  showing 
the  income  and  expenditure  for  the  period  under 
review,  and  the  net  i)r()fit  (or  loss)  on  the  operations 
engaged  upon;  (d)  a  Balance  Sheet,  showing  (as 
nearly  as  may  be  ascertained  in  the  case  of  a  going 
concern,  i.e.,  an  uncompleted  venture)  the  position 
of  affairs  to  date,  which  by  its  nature  automatically 
checks  the  arithmetical  accuracy  of  the  Revenue 
Account.  As  has  already  been  explained,  single- 
entry,  which  does  not  provide  this  automatical 
check,  is  defective,  because  it  lacks  the  useful 
information  that  a  Revenue  Account  affords,  and 
also  because  of  the  risk  that  errors  in  the  compila- 
tion of  the  statement  of  assets  and  liabilities  may 
remain  undetected.  For  these  reasons,  double-entry 
bookkeeping  is  to  be  found  in  connection  with  the 


doubtful. 

accounts  of  nearly  every  undertaking  of  importance, 
but  in  the  case  of  some  industries  the  system 
cannot  be  applied  in  its  entirety,  on  account  of  the 
enormous  labour  that  sUch  a  course  would  involve. 

In  particular  is  the  ai>i)lication  of  a  really 
<  «implete  system  of  double-entry  impossible  in  con- 
nection with  the  accounts  of  Life  Assurance 
('ompanies.  In  these  C(in<^erns,  the  transactions  may 
be  roughly  divided  into  two  classes:  — 

(i)  The  earning  of  income  by  the  investment  of 
monies  (this  branch  of  the  transactions  can 
readily  be,  and  is  invariably,  recorded  by 
double-entry) ; 

(2)  The  incurring  of  expenditure  as  the  liabilities 
undertake  n  towards  policy-holders  increase 
from  year  to  year,  as  the  expectation  of  life 
of  those  policy-holders  becomes  shorter 
with  the  lapse  of  time. 
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It  would  be  practically  impossible  for  a  Life 
Assurance  Company  to  determine  annually  the  exact 
increase  in  its  liability  in  respect  of  each  policy,  and 
to  keep  accounts  in  respect  of  each  such  policy, 
crediting  the  Policy  Account  an«l  debiting  Revenue 
with  every  such'  increase  at  the  close  of  the  year. 
Af)art  from  the  enormous  amount  of  bookkeeping 
involved,  to  ^•ery  little  purpose,  the  cost  of  accurately 
ascertaining  the  "  present  value  "  of  the  liability  in 
each  case  would,  with  these  undertakings,  be  abso- 
lutely prohibitive,  and  would,  moreover,  involve 
great  delay  in  the  preparation  of  the  annual 
accounts.  These  undertakings  (which,  it  may  be 
mentioned,  are  regulated  by  the  Life  Assurance 
Companies  Act,  1870,  which  prescribes  the  form  in 
which  their  accounts  are  to  be  kept)  are  worked 
upon  the  lines  that  their  annual  accounts  are 
inicrim  accounts  only,  and  do  not  attempt  to 
estimate  the  profits  of  the  year  under  review.  The 
calculation  of  profits  only  takes  place  when  what 
is  called  a  "  Valuation  "  Balance  Sheet  is  prepared 
^ — once  every  three,  five,  or  seven  years,  according  to 
the  constitution  of  the  particular  company  con- 
cerned. The  Valuation  Balance  Sheet  is  based  upon 
an  actuarial  valuation  of  the  liabilities  of  the  under- 
taking in  respect  of  all  the  policies  then  in  force, 
the  value  of  such  liability  in  each  case  being  arrived 
at  as  follows  :  — 

Taking  the  expectation  of  life  of  the  assured 
at  «  years,  the  gross  liability  is  the  present  value 
of  the  amount  of  the  policy,  due  n  years  hence. 

From  this  must  be  deducted  the  present  value 
of  an  annuity,  payable  for  n  years,  of  the  net 
premium  payable  under  the  policy  (».<•.,  the  actual 
premium,  minus  the  "loading"  that  has  been 
added  to  cover  expenses  of  management). 


Upon  the  above  basis,  the  a<tuaries  arrive  at  the 
t«»tal  present  value  of  the  net  liabilities  of  the 
undertaking  to  date,  and  the  profits  earned  during 
the  period  are  computed  by  single  entry,  as  being 
the  difference  between  the  present  value  of  the 
aggregate  net  liabilities,  an<l  the  net  assets  available 
to  meet  those  liabilities. 

The  profits  of  Friendly  Scx'ieties  having  a  benefit 
branch  are  comiuitcd  \\\Mm  the  same  lines,  the 
actuarial  valuation  in  their  case  being  undertaken 
every  five  years. 

A  similar  method  of  arriving  at  profits  is 
frequently  employed  by  Building  Societies,  to 
enable  them  to  discover  the  gross  profit  earned  from 
the  lending  of  money  on  mortgages  repayable  over 
a  term  of  years  by  equalised  payments,  and  the 
liabilities  incurred  by  agreeing  to  pay  subscribing 
investors  a  fixed  sum  at  the  end  of  a  term  of  years 
in  return  for  a  monthly  (or  other  periodical)  pay- 
ment. As  has  already  been  exi)1ained  in  Chapter 
XXL,  however,  no  difficulty  need  arise  in  the 
formulation  of  Building  Societies,'  and  other 
similar,  accounts  upon  a  complete  double-entry 
basis.  The  actual  interest  to  be  debited  to  each 
Mortgage  Account,  and  credited  to  each  Investment 
Account,  may  be  readily  ascertained  from  properly- 
rlesigned  tables.  The  essential  advantage  of 
keeping  these  accounts  by  double-entr}'  arises  from 
the  fact  that  a  complete  and  effective  audit  may  by 
that  means  be  far  more  rea<lily  accomplished ; 
while  the  experience  of  the  past  has  shown  that,  in 
connection  with  these  particular  undertakings,  such 
an  audit  is  absolutely  essential  for  the  security  of  all 
intereste<l  parties. 


CHAPTER    XXV. 


PERIODICAL    RETURNS. 


TINDER  this  heading  are  included  those  records 
^      of    business    transactions    which    are    made, 
either  (i)  for  the  purpose  of  supplying  a  branch  (or 
the   head    office)    with   information    as    to   what    is 
taking  place,   to  enable  it  to  make  the  necessary 
records  in  its  financial  books;   or  (2)  those  records 
of  transactions   which  are   compiled   from   time   to 
time,  with  a  view  to  enabling  interested  parties  to 
readily  gauge  the  position  of  affairs  without  them- 
selves performing  any  detailed  or  lengthy  examina- 
tion on  the  books  of  account.     These  two  classes  of 
Returns  have  in  common  the  feature  that  they  are 
independent  of— but  supplemental  to— the  financial 
books  of  account,  and  the  system  of  bookkeeping 
comprised  therein.     They  differ,   however,  in  that 
while  the  first  class  forms  the  basis  of  records  that 
have  to  be  made  in  the  financial  books,  Returns  of 
ithe  second  class  are  but  summaries  in  a  convenient 
form  of  records  that  have  already  been  made. 

BOOKKEEPING  RETURNS. 

Dealing    first    with    those    Returns    designed    to 
convey  information  which  is  to  form  the  basis  of 


under  the  second  class  named  above,  as  their  object 
is  not  to  form  the  basis  of  bookkeeping  entries,  but 
to  supply  managers  and  principals  with  accurate 
information  as  to  what  is  taking  place. 

When  a   business   undertaking  is   of  such   small 
dimensions  that  its  operations  are  entirely  carried 
out  by  a  single  person,  it  is  clear  that  that  person 
must  become  cognisant  of  all  transactions  as  they 
transpire,  and  that  Returns  are  not  necessary  to  keep 
him  informed  upon  the  matter.    If  the  exigencies  of 
business  would  allow  him  to  at  once  record  these 
various  transactions  in  the  proper  books  of  account, 
no  records  outside  (or  supplemental  to)  those  books 
would  be  necessary ;  but  in  practice  it  is  not  always 
convenient,  and  perhaps  not  even  always  possible, 
to  make  such  a  record  at  once.     Consequently,  in 
even  the  very  smallest  businesses,  something  in  the 
nature    of    Returns    becomes    necessary,    to    record 
transactions   temporarily,   pending   their   permanent 
record  in  the  books.     Formeriy  the  Waste  Book,  in 
which  a  narrative  of  every  transaction  was  entered  as 
it  took  place,  supplied  this  purpose,  and  in  some 


bookkeepmg  records,  some  of  the  most  rudimentary    businesses  a  memorandum  book  closely  correspond- 
examples  of  these  Returns  are  the  ordinary  Invoice  !  ing    to    the    old-fashioned    Waste    Book    is    still 


forwarded  by  the  vendor  to  the  purchaser  of  goods, 
and  the  Account  Sales  forwarded  by  a  consignee  to 
his  principal  the  consignor.  Other  examples  that 
frequently  occur  in  practice  are  the  daily,  weekly, 
or  monthly  Reports  of  business  done  which  are  sub- 
mitted by  a  branch  to  its  head  office.  When,  how- 
ever, the  transactions  of  the  branch  are  completely 
recorded  there,  these  Returns  more  properiy  come 


employed;  but  in  most  concerns  the  Waste  Book 
has  shared  the  fate  of  the  Journal— that  is  to  say,  it 
has  been  separated  into  a  number  of  distinct 
sections,  each  of  which  records  pro  tern,  transactions 
of  a  certain  specified  class.  This  separation  of  even 
the  preliminary  record  is,  of  course,  essential  where 
lousiness  operations  are  conducted  upon  an  extensive 
scale,  and  a  number  of  persons  are  simultaneouslv 
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engaged  upon  separate  business  transactions.  In 
such  cases  it  usually  follows— to  a  greater  or  less 
extent  according  to  circumstances — that  those 
persons  actually  engaged  upon  the  business  transac- 
tions are  not  employed  to  keep  the  books  in  which 
the  transactions  are  eventually  recorded;  hence 
arises  the  necessity  of  some  form  of  Return,  which 
will  enable  the  Counting-House  (where  the  books  of 
account  are  kept)  to  be  promptly  advised  from  time 
to  time  of  what  has  taken  place,  and  what  therefore 
has  to  be  recorded. 

A  very  little  consideration  will  show  that  the  most 
convenient  mode  of  arriving  at  this  result,  of 
l)romptly  and  accurately  advising  the  Counting- 
House  of  all  transactions  as  they  occur,  must  neces- 
sarily vary  not  merely  according  to  the  nature  of  the 
business,  l)ut  also  to  the  peculiar  circumstances  and 
conditions  under  which  it  is  carried  on.  No  one 
system  would  be  equally  suitable  under  all 
imaginable  varying  circumstances;  consequently,  in 
a  general  work  of  this  description,  the  subject  caimot 
be  dealt  with  in  full  detail.  It  may  be  mentioned, 
however,  that- -here,  as  elsewhere,  in  connection 
with  accounts — there  are  certain  fundamental  rules 
which  may  usefully  be  borne  in  mind,  if  the 
maximum  of  efficiency  is  to  be  produced  with  a 
minimum  of  effort.  Foremost  may  be  mentioned  the 
desirability  of,  so  far  as  possible,  obviating  the 
necessity  of  these  records  being  recopied  by  hand. 
Any  manual  copy  possesses  the  disadvantages  of  loss 
of  time  and  liability  to  error.  So  far  as  possible, 
therefore,  the  original  records  should  be  utilised, 
rather  than  copied.  This  is  a  point  that  has  already 
been  mentioned  at  some  length  in  Chapter  XVIII., 
and  it  need  only  be  added  here  that  the  Slip 
System  is  at  least  as  applicable  to  Returns,  and 
other  statistical  records,  as  it  is  to  pure  "  bookkeep- 
ing" records,  and  that  it  may  often  be  applied  to 
these  purposes,  even  in  cases  where  its  adoption,  or 
partial  adoption,  for  the  accounts  themselves  seems 
undesirable. 


In  the  case  of  Returns  received  from  distant 
Branches,  it  is  particularly  convenient  that  the 
Return  forwarded  should  be  a  mechanical,  rather 
than  a  manual,  copy  of  the  record  retained.  All 
risk  of  any  discrepancy  between  the  two  is  thus 
avoided  (save  in  the  case  of  deliberate  falsification), 
and  consequently  much  discussion  over  differences 
in  accounts  may  be  saved.  Moreover,  if  a  duplicate 
of  the  original  record  be  forwarded  to  the  Head 
Oflice  Counting-House,  it  is  supplied  with  first- 
hand evidence  of  the  actual  nature  of  the  trans- 
action concerned,  and  is  thus  in  a  better  position  to 
detect  errors  of  treatment  on  the  part  of  the  distant 
Branch  than  would  be  jxjssible  by  any  other  means. 

From  the  point  of  view  of  accounting,  perhaps 
the  most  important  Returns  coming  under  this  head- 
ing are  the  i)eriodical  Trial  Balances  remitted  to  the 
Head  Office  by  a  distant  Branch,  with  a  view  to 
enabling  the  former  to  close  its  books  embodying 
therein  the  effect  of  the  Branch  transactions.  This, 
however,  is  a  matter  that  has  already  been  dealt 
with  in  Chapter  V.,  where  the  treatment  of  Branch 
Accounts  generally  was  very  fully  discussed. 

STATISTICAL  RETURNS. 

Passing  on  to  the  seccjnd  class  of  Returns,  it  will 
be  convenient,  perhai>s,  to  consider  in  the  first 
instance  the  exact  circumstances  under  which  these 
are  called  for,  with  a  view  to  obtaining  an  insight 
into  the  special  requirements  of  the  position.  \\\ 
the  case  of  a  concern  of  any  magnitude  it  may  be 
safely  stated  that  even  those  engaged  in  keeping  the 
books  would  not  be  able,  without  subsequent 
reference  to  these  books,  to  give  any  reliable  idea  as 
to  the  progress  of  the  business  and  the  position  of 
affairs.  Whenever  information  under  these  headuigs 
is  sought  for  it  becomes  necessary  to  refer  to  the 
books,  and  to  extract  therefrom  such  information  as 
may  be  required.  At  regular  stated  intervals  this 
information  is  habitually  extracted  in  the  form  of 
Balance  Sheets,  Trading  and  I'rofit  and  Loss 
Accounts,  Cost  Accounts,  &c.,  but  these  are  not  as 
a  rule  compiled  at  sufficiently  frequ«nt  intervals  to 
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answer  all  the  purposes  of  practical  business.     A 
manufacturer  or  merchant  who  never  refers  to  his 
nrrounts,  save  annually  of  half-yearly  when  the  usual 
balance  is  struck,   will,    it    may    safely   be   said, 
be  obtaining  a  very  small  fraction  of  the  benefit  that 
may  fairly  be  expected  from  the  keeping  of  accurate 
accounts  upon  a  convenient  and  workable  system. 
Tf  these  accounts  are  to  he  utilised  to  the  fullest 
possible  extent,  the  record  that  they  build  up  must 
bp  examined,  and  carefully  studied  in  all  its  bear- 
ings,   at   very   frequent   interA-als.     In    the  case    of 
principals  it  is  hardly  to  be  expected  that  thev  will 
have  either  the  time,  or  in  many  cases  the  skill,  to 
pore  over  books  of  account  from  dav  to  dav  with  a 
view  to  discovering  all  that  those  books  may  have 
to  tell ;  while,  in  the  case  of  departmental  managers, 
there  might  in  addition  be  many  objections  to  allow- 
ing   them    access    to    information    ♦^bat    does    not 
immediatelv    and    directly    concern    them.      Hence 
arises  the  necessity  of  compiling  periodical  Returns, 
which  will  enable  principals  anr?  managers  to  obtain 
such  information  as  they  may  require  from  day  to 
dav,  from  week  to  week,  or  from  month  to  month, 
with    a    minimum    expenditure    of    time,    while    yet 
ensuring  that  such  information  shall  be  both  reliable 
and  sufficient  for  their  several  purposes. 

Periodical  Returns  being  thus  eminently  of  a 
»  practical  nature,  it  necessarily  follows  that,  here 
again,  the  exact  requirements  of  one  concern  will 
vary  very  greatly  from  the  requirements  of  another, 
and  it  is  thus  only  possible  in  the  i)resent  work  to 
refer  to  the  matter  in  quite  general  terms.  Speaking 
thus,  it  may  be  i>ointed  out  that,  as  a  rule,  those 
leconls  that  require  to  be  most  continually  watched 
are — 

(i)  The  finances  of  the  business,  with  a  view  to 
seeing  that  Book  Debts  do  not  get  unduly 
into  arrear,  and  that  suffi(  ient  moneys  are 
got  in  to  enable  all  current  liabilities  to  be 
duly  discharged. 

(2)  That  the  Output  of  the  business  is  kept  up. 


(3)  That  the  Capital  invested  in  each  department 

of  the  business  is  not  increased  without  a 
corresponding  increase  of  profits. 

(4)  That  Standing  Expenses  are  kept  down. 

In  the  case  of  large  concerns,  it  is  usually  con- 
venient that  each  of  these  matters  should  be  dealt 
with  in  the  form  of  a  separate  Return. 

(i)  Finances. 

The  informntion  required  under  this  heading  will 
usually  be  provided  by  the  Sold  Ledger  Adjustment 
Accounts,   which  show  the  total    Book   Debts   out- 
standing :  the  Bought  Ledger  Adjustment  Accounts, 
^vhich  show  the  total  current  liabilities  (occasionally, 
however,  special  liabilities  recorded  in  the  Private 
Ledger  must   be   added),    and   the   Bank   Balance. 
Often,  however,  it  is  convenient  to  add  to  these  a 
summary  of  Cash  receipts  and  payments  during  the 
current  period,  which  may  readily  be  compiled  from 
the  General  Cash  Book.    When  transactions  in  Bills 
are    extensive,    the    Return    should    also   show    the 
balances    of    Bills    Receivable    and    Bills    Payable 
respectively   outstanding,     and    the    total    of  Bills 
Receivable   and   Payable  accruing  due   during  the 
next  ensuing  period. 


(2)  Tu»»nover» 

The  record  under  this  heading  may,   as  a  rule, 
be  readily  arrived  at  from  the  Day  Books,  or  what- 
ever may  be  their  equivalent  in  the  case  of  a  manu- 
facturing business.     The  total  Sales,  or  Output,  of 
each  department  for  the  current  period  should  be 
i:eparately  shown,  and  for  purposes  of  comparison  it 
is  usually  desirable  to  add  (in  parallel  columns)  the 
total  from  the  date  of  the  last  stocktaking  up  to 
date,  and  also  the  same  two  sets  of  figures  in  the 
previous  one,  two,  or  three  years.    Such  information 
may  be  Very  readily  compiled  from  any  ordinar>'  set 
of    books,    and     is     of    considerable    value,    more 
especially  in  connection  with  Return  (3). 
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(3)  Interim  Stock  Accounts. 

These  have  already  been  dealt  with  in  detail  in 
Chapter  VII.,  and  fro  fonmi  rulings  will  he  foun«l 
upon  page  49.  It  only  remains  to  he  ad<led  that 
in  most  classes  of  business,  and  especially  in  con- 
nection with  purely  trading  concerns,  a  definite 
percentage  of  Gross  Profit  is  expected,  not  merely 
upon  the  Turnover  of  the  business,  but  also  upon 
the  cai)ital  from  time  to  time  invested  in  Stock-in- 
trade.  The  information  supplied  by  this  Return 
enables  those  in  authority  to  test  (so  far  as  is 
possible  at  interim  periods,  when  no  actual  stock- 
taking is  possible)  the  manner  in  which  each 
department  is  being  conducted,  and  the  rate  of 
Profit  that  is  being  earned,  not  merely  upon  the 
business  done,  but  also  upon  the  capital  invested. 

(4)  Expenses. 

The  Return  under  this  heading  should  show  the 
Expenses  for  the  current  period  in  sufficient  detail, 
and  also  the  percentage  that  such  Expenses  bear  to 
the  Turnover  of  the  business.  The  corresponding 
figures  of  the  past  two  or  three  years  should  also 
be  added  in  parallel  columns.  Especial  care  should 
be  taken  to  see  that  this  Return  is  really  exhaustive, 
as  in  the  nature  of  things  accruing  Expenses  are 
often  not  recorded  in  the  hooks  of  account,  save  at 
balancing  time.  With  care,  however,  no  difficulty 
should  arise  in  arriving  at  the  total  expenses  of  each 
month  or  week.  Most  of  the  more  important 
Standing  Expenses  can  be  accurately  estimated  in 


advance  ;  while  such  items  as  Discounts,  Salaries, 
Incidental  Expenses,  &:c.,  can  he  readily  arrived  at 
from  the  Cash  Book,  due  allowance  being  made  for 
outstandings  at  the  commencement  and  close  of  the 
current  period.  That  the  Return  may  be  readily 
checked  from  time  to  time,  however,  it  is  often 
desirable  to  frame  it  ujHjn  the  same  lines  as  the  Sales 
Return,  providing  additional  columns  f(^»r  the  total 
from  the  date  of  thu  last  stocktaking  to  date.  At 
the  end  of  each  financial  i)eriod  the  Expenses 
Return  can  then  be  «-ompared  with  the  actual 
figures  available,  and  discrepancies  noted  with  a 
view  (</)  to  discoxering  who  is  resi)onsible  for  the 
error;  {b)  to,  as  far  as  ixjssible,  preventing  its 
recurrence  in  the  future. 

SMALLER  CONCERNS. 

For  small  businesses  separate  Returns  ujwn  the 
above  lines  are  often  unnecessary,  all  material 
information  being  capable  of  being  readily  focussed 
upon  a  single  statement.  Inasmuch  as  conciseness  is 
at  least  as  much  an  object  to  be  sought  in  these 
Returns  as  reliability,  this  focussing  of  results  is  in 
all  cases  desirable,  and  even  where  the  business  is 
of  such  a  magnitude  as  to  call  for  several  detailed 
Returns,  a  Summary,  combining  the  results  upon 
some  such  lines  as  those  shown  in  the  following 
example,  may  be  usefully  appended.  This  example 
shows  a  form  of  Monthly  Return  which,  with  vary- 
ing; modifications  of  detail,  may  be  usefully  applied 
to  most  trading  businesses. 
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EXAMPLE: 


KHTIIRN  for  9  Months  ending   30th  Si'ptemlxjr   1903. 


I'lircliasts  (or  tlit    Month 

Waycs  (ill. 

Salfs  fill. 

Kstiiiialetl  Stcx:k  on    v'tli  Se|>lfiiilH,T 

l*urclias«.>s  from  Stocktaking  to  Date 
Waycs  do.  do. 

Sales  do.  do. 


1903 

1902 

Compared  with 

previous  Year 

Increase 

Decreasi- 

C         s     d 

2,ono     0     0 

IJ4I  )        (t        0 

3,()uo    0     (1 
3,5110     0    0 

L      .    .1 

I.S'N)       0       0 

(i^o    0    0 
2,500    0    0 
J, 650    0    0 

£      s    d 

500   0   0 

JjO      0      0 

5«jf»    0    0 
S50    0    0 

£    s    d 

1 2.00)    0    0 

Si'K-O       0       0 
JO, (UK)       (1       0 

(J.OCX)     n     0                   3,0  000 

3.75"    "    "                1,250    0    0 

i5,o<o    0    0                5,000    0    0 

..                                      

Ai'i-KoxiMAXE  I'KuKiT  AND  I^ss  ACCOUNT,  fuf  the  y  Mouths  to  Date. 


Assumed  Gross  Frolit  i."    15%  u|K)I1  Sales 

Salaries 

Kint,  Kat< •»,   \c.  

('•as  and  llleciric  I-iKht  

Ki'pairs        

lIousekri'pinK 

Miscounts  

Fares  and  Carriage       

Advcriisirif;  

Postages 

General  Kxpensis  

(!oniinission  ..  

Travelling  K\|>cnses 

Estimated  Net   I'lolit 


1903 


I 

s 

d 

I,(HX> 

0 

0 

40(} 

0 

0 

100 

0 

0 

5 

0 

0 

2 

0 

0 

350 

0 

0 

90 

0 

0 

3 

0 

0 

20 

0 

0 

100 

0 

0 

Go 

0 

0 

50 

0 

0 

£      s   d 

3,000    o    o 


2,iJ>o    o    o 


b20     o     o 


1902 


2,250    o    o 


<J5"    ^    " 
4(X>    o    o 

2 
200 

2()0     o     o 


o    o 
o    o 


60 

2 

15 

bo 
25 


1. 921     o    o 
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FINANCIAL    STATEMENT,  30th  Septeml>er  1903. 


Liabilities  on  HjUKht  I-edger  Acjouni 
\  ,  .    bills  i'ayabie 


/:  s  d 

3, (XXI  o  o 

1,500  O  o 

£4.500  o  o 


Biiuk  Debts  Ontstandin;; 
Hills  Receivable  on  Hand 
Cash  at  Itank  and  in  Hand 


£  s  d 

2.701  o  o 

1,200  l>  u 

1 ,825  o  o 

£5,725  o  o 


CONCLUSION. 

In  the  present  chapter  attention  has  been  concen- 
tratc<l  upon  periodical  Returns  forming  the  basis  for 
entries  in,  or  extracted  from,  books  of  account.  It 
must  not,  however,  be  supposed  that  these  are  the 
only  Returns  that  are  required  ft)r  business  purposes. 
In  most  undertakings  relial>le  information  is 
required,  for  comparative  purposes,  upon  many  ! 
matters  which  are  incapable  of  being  expressed  in  ' 
the  form  of  jQ  s.  d.  For  example,  a  railway  com- 
pany will  require  information  as  to  the  number  of  ! 


pa.ssengers  under  each  class,  the  number  of  train- 
miles  run,  the  amount  of  freight  carried,  &c.,  ice. 
all  of  which  information  is  absolutely  essential  foi 
the  proper  and  economical  management  of  the 
undertaking.  To  indicate  even  approximately,  how 
ever,  the  desirable  scope  of  non-financial  Return.^ 
would  involve  a  detailed  inquiry  into  the  practical 
working  of  each  separate  business  considered,  and 
is  accordingly  quite  outside  the  scope  of  a  work  o;i 
accounting. 


CHAPTER    XXVI. 


ACCOUNTS    FOR    LITIGATION. 


TN  the  course  of  the  pre.sent  work,  the  subject  of 
■*■  accounting  has  hitherto  Ix'cn  considorerl  chiefly, 
if  not  entirely,  from  the  |)oint  of  view  of  the  require- 
ments of  business  undertakings  in  this  connection, 
with  a  view  to  showing  how  a  full  and  complete 
record  of  the  transactions  of  var)ing  industries  may 
be  kept,  in  books  of  account,  so  as  to  provide  at  all 
times  such  information  as  may  be  necessary,  or  as 
may  properly  or  reasonably  be  looked  for  as  a  result 
of  keeping  books.  It  remains,  however,  to  be  added 
that  when  disputes  arise  as  t<^  matters  of  account — 
whether  or  not  such  disputes  lead  to  actual  litiga- 
tion— it  often  becomes  necessary  to  deal  with  those 
accounts  in  a  somewhat  different  manner,  in  order 
clearly  to  set  forth  the  view  taken  by  one.  or  other, 
of  the  disputants  with  regard  to  the  matter  at  i.ssue. 

DISPUTES   ON    COMPLETED   MATTERS. 

When  the  dispute  arises  out  of  accounts  relating 
to  a  concern  which  has  been  brought  to  an  end  l)v 
the  discharge  of  all  current  liabilities,  and  the  <'on- 
version  of  all  outstanding  assets  into  Cash,  the 
dispute  can,  it  is  thought,  only  arise  in  one  of  three 
ways :  — 

(a)  As   to  whether   the   account   submitted    is   a 

correct  and  comjilete  record  of  all  receipts 
and  j)ayments ; 

(b)  As  to  whether  certain  receipts  ought  not  to 

have    been    larger,    or    <ertain    jiayments 
smaller ; 


(c)  As  to  who  is  entitled  to  the  balance  of  Cash 
in  hand. 

In  the  first  case,  the  matter  is  one  of  simple 
vouching  of  an  ordinary  Cash  Account,  accom- 
panied perhaps  by  an  inquir)*  into  facts  which  cannot 
raise  any  real  dispute  on  accounts  per  se.  The 
second  form  of  dispute  would  be  analogous  to  an 
allegation  against  an  executor  or  administrator  of 
dc7'asta7'it  or  abusive  or  improper  administration, 
which  might  i>erhaps  involve  an  inquiry  into  values, 
but  not  into  accounts  ;  while  the  third  would  be  a 
matter  of  law  pure  and  simple.  It  will  thus  be  seen 
that  surh  <lisputes  as  may  arise  in  connection  with  the 
accounts  of  a  completed  venture,  or  other  business 
undertaking,  are  not  likely  to  raise  any  complicated 
questions  of  account  at  all,  and  therefore  do  not  call 
for  detailed  consideration  here. 

DISPUTES    ON    UNCOMPLETED   MATTERS. 

When,  however,  the  venture — so  far  from  being 
completed — is  still  i)ending  (tha»  is  to  say,  when  the 
dispute  ari.ses  out  of  the  accounts  of  a  going 
concern)  C(jmplicated  (juestions  of  account  pro|)erly 
.so-called  may,  and  frequently  do,  arise,  and  it  will 
probably  be  generally  admitted  that  these  are  the 
questions  which  are  (us  a  rule)  least  satisfactorily 
adju<licate<l  upon  in  a  Court  of  Law.  Vox  that 
reason,  they  are  in  practice  frequently  referred  to 
Arbitration,  and  if  the  Arbitrator  be  a  qualified 
accituntant,  .such  a  tribunal  is  undoubtedly  likely  to 
be  more  satisfactory — assuming,  of  <'our.se,  that  the 
dispute  on  matters  of  account  is  m»t  c< implicated  by 
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other  disputes  on  important  matters  of  law  or  fact. 
But  whether  recourse  be  had  to  the  Courts  of  Law 
or  to  Arbitration,  each  of  the  parties  to  the  dispute 
has  to  .set  out  his  own  case,  and  it  is  as  a  rule 
thought  desirable  (even  in  arbitration  cases)  that 
this  task  should  be  entnistefl  to  Counsel,  who  upon 
the  whole  are,  in  even  the  most  complicated  cases, 
likely  to  handle  the  matter  better  than  the  litigant 
himself  could  do. 

To  enable  Coun.sel  to  do  their  clients  justice,  how- 
ever, it  becomes  necessary  that  the  whole  position 
should  be  clearly  and  concisely  laid  before  them, 
the  strong  f)oints  being  drawn  attention  to,  so  that 
the  case  may  be  stated  to  the  best  advantage,  and 
the  weak  points  also  enumerated,  so  that  they  may 
not  be  taken  by  surpri.se.     In  complicated  cases  of 
account  it  is  often  thought  that  the  employment  of 
Counsel  places  the  client  at  a  disadvantage,  in  that 
Counsel  is  under  .such  circumstances  called  upon  to 
argue  upon  technical  matters  with  which  he  cannot 
reasonably  be  expected  to  be  quite  familiar.    This  is 
a  view  that  is  very  generally  entertained  by  business 
men,  who  often  make  no  secret  of  their  opinion  that 
it   is   no   use   trying   to  get   lawyers   to   understand 
accounts.     It  is  thought,  however,  that — .so  far  as 
there  is  any  foundation  at  all  for  this  grievance — it 
rests,  not  upon  any  lack  of  ability  on  the  part  of  the 
Jiar  to  grasp  technical  matters  that  may  be  clearly 
laid  before  them,  but  rather  u\)ox\  the  inadequate 
manner    in    which    tho.se    responsible    for    Counsels 
briefs   have   dis<-harge.l   their   duties.      Where  com- 
plicated questions  of  account  are  rai.sed,  that  call 
for  detailed  inquiry  in  the  course  of  the  hearing  of  a 
«lis|)ute,   it   is   thought   that   soliritors   should   in   all 
ca.ses  seek  professional  advice  as  to  the  drafting  of 
that  i)ortion  at  least  of  their  brief;    and,  if  neces- 
sary, a  professional  accountant  should  be  retained 
to  confer  with    Counsel    upon   this   jxirtion   of  the 
matter,  and  to  attend  with  him  at  Court,  with  a  view 
to  keeping  him  ix»ste<l  from  time  to  time  as  to  the 
real  effect  of  the  jxjints  made  by  the  other  side,  so 
far  as  they  affect  the  accounts.     When  this  course 
is  inirsiied,  it  will  usually  be  found  that  it  is  as  easy 


for  Counsel  effectively  to  handle  questions  of 
accounts  as  any  other  questions  outside  the 
immediate  scope  of  their  ordinary  experience. 

It  is  important,  however,  that,  when  proceeding 
upon  these  lines,  accountants  should  remember  that 
matters  which  seem  fairly  obvious  to  tJicm  will  by 
no    means    necessarily   be    regarded    as    axioms   by 
trained  jurists.     In  particular  is  it  desirable  that  the 
questions    in    dispute    should    be    confined    to    the 
simplest  and  clearest  issues  possible,  and  especially 
is  this  the  case  if  a  jury  are  concerned.   Accountants 
are.  of  course,  aware  that  in  the  case  of  most  busi- 
ness undertakings  the  Cash  Book  is  not  .so  much  the 
backbone    of   the   whole    structure    of   accounts    as 
many  lawyers  seem  to  think.     They  should  bear  in 
mind,  however,  that  all  completed  transactions  are 
capable    of    being    verified,    or    refuted,    by    being 
reduced   to   a   Cash   basis,   and   whenever  possible, 
therefore,  this  [principle  of  reduction   to  the  Cash 
basis  should  be  employed.     It  is  not  merely  more 
convincing  to  both  the  trained  legal  mind  and  the 
mind    of    the    ordinary    junman,    but    also    more 
reliable  to  all   who  are  prepared  to  approach  the 
matter    without    any    professional     bias.       Uncom- 
pleted   transactions    cannot,    of    course,    be    alwavs 
verified    by    having    recourse    to    the    Cash    Book 
standard,  but  they  are  often  capable  of  being  far 
more  clearly  and  distinctly  explained  than  by  a  mere 
pedantic    reference    to    some     particular    book   of 
account,  and  a  few  of  the  ordinary  academical  rules 
of  double-entry  bookkeeping.      Accountants   would 
do  well  to  bear  in  mind  that  what  they  have  to  prove 
is  not  that  .such  and  such  a  transaction  has,  or  has 
not,    been    correctly    recorded    acconling    to    the 
accepted  rules  of  accounting,  but  rather  what  are 
the  actual  facts  in  connection  with  the  matter. 

METHODS  OF  PROCEDURE. 

It  is  quite  imj.o.^s.sible  here  to  describe  in  detail  the 
modus  operandi  that  professional  accountants  should 
pursue  in  order  to  discharge  to  the  best  advantage 
their  duty  of  a.ssisting  Counsel  upon  issues  involving 
disputes  in  connection  with  accounts.     The  subject 
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is  far  too  wide  a  one  to  be  dealt  with  adequately  in 
a  short  compass,  and  indeed  it  may  be  questioned 
whether  it  would  be  really  practicable  to  deal  with 
it  at  all  in  a  text-book.  It  may  be  mentioned,  how- 
ever, that  one  of  the  most  common  cases  in  which 
disputes  arise  in  connection  with  accounts  is  when 
it  is  sought  to  establish  a  charge  of  misrei)resenta- 
tion  or  fraud  in  connection  with  accounts,  or  a 
charge  of  falsification  of  accounts.  In  these  cases 
the  matter  is  as  a  rule  complicated  by  the  number 
of  the  items  challenged,  and  further  by  the  fact  that, 
even  if  the  alleged  offence  has  been  committed,  it 
has  probably  been  committed  by  someone  sufficiently 
experienced  in  accounts  to  have  done  all  that  lay  in 
his  power  to  cover  up  his  tracks.  If,  therefore,  the 
allegation  is  to  be  proved  beyond  reach  of  doubt, 
it  is  absolutely  essential  that  the  issue,  which  has 
been  purposely  obscured,  be  cleared  not  merely 
of  all  irrelevant,  but  also  of  all  comparatively 
unimportant,  items. 

Tn  criminal  cases  it  will  often  be  found  that, 
whereas  the  accused  has  received  money  from  a 
customer  without  debiting  Cash  {i.e.,  himself)  with 
the  amount  so  received,  the  customer's  cheque  fi>r 
the  amount  in  question  has  been  actually  cleared 
through  the  prosecutor's  banking  account.  Prima 
facie,  and  without  due  consideration,  anyone 
approaching  the  matter  from  the  point  of  view  of 
accounts  might  be  tempted  to  charge  the  delinquent 
with  stealing  that  specific  sum  of  money  received 
from  the  customer  in  question ;  but  proof  that  the 
customer's  cheque  had  been  paid  into  the  pro- 
secutor's banking  account  would  be  a  complete 
refutation  of  this  charge.  What  has  actually 
happened,  in  this  hypothetical  case,  is  that  certain 
monies  have  been  paid  into  the  bank  without  being 
entered  in  the  Cash  Book :  if,  therefore,  no  monies 
have  been  improperly  withdrawn,  the  bank  balance 
should  be  over  to  a  corresponding  extent.    The  fact 


that  the  balance  at  l)ank  exactly  agrees  with  the 
balance  shown  by  the  Cash  Bo<jk  may  suggest  that 
a  corresiK)nding  sum  has  been  deliberately  and 
improperly  abstracted  by  the  cashier;  but  a 
suspicion  such  as  this  is  an  entirely  different  thing 
from  being  in  a  iK)sition  to  prm'C  that  such  money 
has  been  deliberately  and  feloniously  abstracted,  and 
what  at  first  sight  api)eared  to  be  a  perfectly  straight- 
forward case  becomes  at  ome  a  doubtful  and  an 
extremely  complicated  one. 

Another  <:lass  of  dispute  in  which  the  aid  of  pro- 
fessional accountants  is  often,  and  advisedly, 
sought  is  when  the  plaintiff  seeks  to  recover  money 
that  he  has  invested  in  a  business,  on  account  of 
misrepresentations  alleged  to  have  been  made  by  the 
defendant  as  to  the  state  of  that  business.  Here  all 
that  the  accountant  is  concerned  with  is  to  show  that 
the  representations  made  by  the  defendant  were  false 
in  material  particulars,  such  as  would  naturally  affect 
the  decision  of  a  reasonable  business  man.  In  such 
a  case  it  is  usually  desirable  for  him  to  confine  his 
attack  to  a  comparatively  small  number  of  items 
that  can  readily  and  clearly  be  shown  to  be  wrong. 
Other  items,  which  in  his  opinion  may  be  entirely 
incorrect,  should  as  a  rule  be  left  alone,  if  there  is 
any  likelihood  of  the  defendant  being  able  to 
produce  rebutting  evidence  showing  that  the  matter 
at  issue  is  one  ujHjn  which  the  opinions  of  comijetent 
experts  are  divided.  In  such  cases,  the  alleged  mis- 
representations will  probably  have  taken  the  form  of 
a  Balance  Sheet  and  Trading  and  Profit  and  Loss 
Account  submitted  by  the  defendant  to  the  plaintiff, 
and  it  will  become  the  duty  of  the  accountant  to 
point  out  certain  specific  items  in  these  accounts 
where  misrepresentations  have  occurred.  Very 
probably  the  most  convenient  means  of  establish- 
ing these  points  will  be  by  cross-examination  of  the 
defendant  or  one  of  his  witnesses.  To  enable  such 
cross-examination  to  be  conducted  by  the  plaintiff's 
Counsel  conveniently,  it  is  usually  desirable  to  place 
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in  his  hands  a  statement  containing  an  exact  copy 
of  the  accounts  originally  submitted  to  the  plaintiff 
by  the  defendant,  to  which  are  appended — in  such  a 
manner  as  to  be  readily  distinguishable  from  the 
accounts  themselves — notes  upon  all  points  likely 
to  arise  at  the  hearing,  their  effect  upon  the  ultimate 
result,  along  with  references  to  the  books  or  other 
records  which  must  be  produced  to  enable  a  detailed 
inquiry  to  be  conducted.  It  is  a  great  convenience 
to  Counsel  to  have  all  this  information  uix>n  the 
same  sheet  as  the  copy  of  the  account,  but  it  must. 


of  course,  be  so  supplied  as  to  make  it  absolutely 
impossible  for  him  to  confuse  the  accountant's 
comments  with  the  document  as  originally  sub 
mitted.  This  separation  can,  however,  be  readily 
effected  by  placing  a  copy  of  the  account  in  the 
inside  of  an  open  sheet,  the  various  notes  an«l 
memoranrla  being  placed  in  margins  outside  and 
written  in  red  ink.  That  it  may  be  quite  clear  to 
which  item  the  various  marginal  notes  refer,  the 
copy  account  should  if  necessary  be  spaced  out. 
upon  the  lines  shown  in  the  following 
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Dr. 


PROFIT  AND  LOSS  ACCOUNT, 


{A)  This  item  should  include  ma.  expenses 
iituter  these  headin!:;s  properly  charf^e- 
able  against  the  year's  accounts. 
A'o//i»»i/r  w  included  for  liabilities 
outstandinf;  under  Prize  Competition 
schemes  (estimated  at) 

On  29th  December  1900  Mr.  A,  paid 
n.  C.  {■'  Lf).  £5(Xi  for  advertising  the 
Company's  f;oods,  this  should  be  in- 
cluded to  debit  of  Profit  and  Loss 
Account   .,         


(/?)  This  is  a  debt  due  by  Mr.  A.  to  the 
Company  tSold  Ledger  K,  fo.  69), 
and  should  be  accounted  for  by  him  . 


C)  The  Directors  are  entitled,  under  A  riicle 
69,  to  £.'i(X)  per  annum,  no  portion  of 
this  has  been  validly  abandoned 


(/))     This  item  is  quite  dcbateable :   enquire 
on  i.'hat  basis  it  i.'ns  arrived  at 


Add 

£      s 


Dtduet 

£      s    d 


4,000    0    0 


500    0    0 


JO    0    0 


450    0    0 


To  Rent.  Rates.  Taxes.  Advertising,  Print- 
ing, Stationery,  VVaxf^s,  Salaries. 
PostaRes,  Legal  Exi)enses.  Commis- 
itions,  Discount,  LiglitinK  and  General 
Expenses  (.J) 


.  Bad  Debts  iB)         

,  Directors' Fees  (ri 

,   Depreciation  (/)) 

,   nalance  carried  to  Balance  Sheet,  tieinjc 
Profit  fur  V«>ar 


6,nno    n    o 


it    o    o 


30    o    o 


3,000    o    o 


3.';9'    o    o 


£12.061    o    o 


for  the  year  ending  June  30th  1901. 


/"        s     <1 


By  Gross  Tradii ;;  I'rulitb  fur  \  tar  (/•-")     . . 


m  Transfer  Itc.T  (f) 


•   Interest  on  bank  Account 


£ 

13,000 


Ct. 


o    o 


100 


30    o    o 


Profit  on  Inve&iments  Sold 


10    u    o 


£12,061     o    o 


Add 

£       i    d 


(E)  Refer  Somiiuil  Ledger,  fo.  261.    See 

also  Returns  Hook,  fo.  79.  On  1st 
July  1901  Goods  returned  amount  to 
£1,267  10s.  Ud. ;  slwtild  be  deducted 
from  Sales  of  current  year  (i^ross 
projd  at  10  per  cent.,  say)     . . 

(F)  Refer  Rcf^istcr  of  Transfers,  fo.  67-9. 

72  transfers  recorded.  72^216— £9. 
Diffcrciue  to  be  accounted  for 


Lcdutt 

£     *   d 


126  li    U 


8    0    0 


I 


h 


« 


;c 


'■[ 


.! 
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There  is  no  means  of  veri/yinf;  this 
amount,  which  seems  a  pure  gvess: 
enquire  how  it  is  made  up     ,, 

ill)    This  item  is,  of  course,  subject  to  altera- 
tion as  affected  by  items  A-F. 


(!)  This  deficiency  included  interim  divi- 
dend of  10  per  cent,  paid  on  Ordinary 
Shares  in  January  1900.  Get  this 
admitted :  also  that  there  was  a  loss 
of  £792  on  the  trading  /or year  ended 
30th  June  1900. 


Add 

£     s   d 


Deduct 

£        s     d 


I,iabilitie%. 

Nominal  Capital— 
30,000  6  per  cent.  Cumulative  Preference 

Shares  of  £  I  each 

50,000  Ordinar)-  Shares  of  £1  each 

I  RSI- ED  Capital — 
50,000  6  per  cent.  Cumulative  Preference 

Share*  of  £1  each 

25,000  Ordinary  Shares  of  £1  each 

Sundr)- Creditors 

ITnclaiiiied  Divi<lends 

Customers'  Deposits  (C)        


Profit  an<l  Loss  Account  (//) 


•  •  •  • 


Less  Debit  lialance  from  last  Account  (/) 


BALANCE  SHEET, 

£        s    d         £        8    d 


50,000    o    o 
50,roo    O    o 


50,000    o    o 
35.000    o    o 


3.99«    o    o 


3,391    o    o 


75,000    o    o 

t,'no    o    o 

100 

soo    o    o 


699    o    o 


£76,9fo    o    o 
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June  30th  iQoi. 


Astets. 


Cusli  at  Hank  (A) 


Suni.ry  I>chtors. 
Stock  m  Trade  . 


L«Mses,  Goodwill,  &c.,  as  per  Valuation  of 
Dcccmlicr  31st  1S97,  less  Stock,  ami  with 
subsequent  additions  at  cost 


Written  off  to  30th  June 
1900  (/.) 


£13,000    o    o 


Wrlt-en  oflf  to  datn  (M) 


2,000    o    o 


s    d 


s    d 


5,000    o    o 


82,000    o    o 


15,00c    o    o 


lOJ     o     o 


4,800    o    o 


67,000    o    o 


(A) 


77ms  includes  a  cheque  for  £7,500  paid 
to  Company  on  3()th  June  1901  by 
Mr.  A . ;  on  jollowinK  day  a  correc- 
tion entry  was  passed  in  book,  and 
cheque  not  presented.  The  facts 
were—{i)  Rank  overdrawn,  £2,V)0: 
(2)  Due  to  Company  from  Mr.  A., 
£'i,000.  Enquire  as  to  how  this 
arose:  refer  Private  Ledger,  fas. 
11  13. 


(/-) 


£76,900    o    o 


7"/jis  was  never  really  written  off  out  0/ 
Profits,  but  is  a  book  en!ry  correcting 
over-valuation  of  the  item  £H2,000, 
which  never  really  cost  more  than 
£G9,000.  Refer  Private  Ledger,  fo. 
I'iO :  get  this  admitted. 


(M)  Only  £2,000  really  written  off  for 
Depreciation  in  2'i  years,  lease  tuiw 
only  8  years  to  run.  Get  this 
admitted. 


Add 

£        s    d 


DeJma 

(        s 


4« 

H 


336 


ADVANCED    ACCOUNTING. 


The  foregoing  exami)1e,  it  must  he  understood,  is 
only  intended  to  give  some  idea  of  the  manner  in 
which  an  accountant's  notes  may  he  conveniently 
l)Iaced  in  Counsel's  hands.  The  pro  forma 
memoranda  ai)i)earing  in  the  margin  are  suggestive 
of  matters  that  might  i)ossihly  call  for  elucidation, 
with  a  view  to  estahlishing  the  allegation  that  the 
accounts,  as  suhmitted,  were  misleading  in  material 
particulars.  They  must  not,  however,  of  course  he 
regardetl  as  exhausting  all  ])i>ssihilities  of  misrepre- 
sentation in  connection  with  statements  of  account. 
Practically  any  item  in  a  balance  Sheet,  Trading 
Account,  or  Profit  and  Loss  Account  may,  under 
some  circumstan(^es,  he  seriously  misleading.  The 
ahove  example  is  merely  intended  to  indicate  the 
lines  ui>on  which  accounts  might  usefully  he  framed 
for  the  convenience  of  Counsel  at  the  hearing  of  a 
dispute. 

It  is  worthy  of  notice  that  hy  Order  J.V.,  rule  37, 
of  the  Su]>reme  Court  the  course  ()f  i)nK*eedings  in 
Chamhers  in  the  Chancery  Division  is  ordinarily  the 
same  as  the  course  of  jjroceeilings  in  Court  ujjon 
motions.  C<^])ies,  ahstracts,  or  extracts  of  or  from 
accounts  and  other  dwuments  must,  if  directed,  he 
suj)j)lied  for  the  use  of  the  Judge  and  his  Chief 
Clerks,  and,  where  so  directed,  cojMes  must  he 
handed  over  to  the  other  ])arlies.  JUit  copies  cannot 
take  the  i)lace  of  originals  unless  the  Judge  so  I 
directs.  Where  copies  are  supplied  to  the  Judge, 
Counsel  of  the  i)arties  supplying  the  copies  should 
also  have  them.  As  has  heen  said,  every  care  should 
he  taken  to  give  Counsel  the  fullest  and  clearest 
information  possihle  as  to  the  accounts  which  he  has 
to  sui»port  or  attack,  whether  in   Chamhers  or  in 


Court,  and  it  is  generally  desirahle  for  the  solicitor 
to   confer    (with    or    without    the    assislanre    of    an 
a<'countant)    with    Coun.sel    on    the    suhject    of    the 
accounts   hefore   the    hearing,    in    order   that   every 
jKtssihle    ix.int    may    he    taken    and    all    difficulties 
cleareil    u|).      (ireat    confusion    ma\    oi<ur   through 
entirely  new   i)oinls  heing  taken   in  C(»urt,  and  this 
should  he  guarded  against  as  much  as  possihle.    Of 
course,  new  points  will  very  often  arise  in  the  course 
of  cross-examination,  hut  it  ought  to  he  made  certain 
that  they  will  not  arise  in  the  course  of  examination- 
in-chief  through  the  i>revious  reticence  of  the  client, 
or  carelessness   of   the   soli<-itor.     The   practice   m 
Chamhers  is  dealt  with  under  Headinff  viii.,"  Sum- 
monses to  Proceed,"  of  Rule  LV.,  and  other  orders 
referred  to  in  the  Appendix  hereto.    It  may  he  noted 
here  that,  though  an  accounting  party  is  liahle  to  he 
cross-examined  upon  his  account,  he  is  entitled  to 
notice  of  the  particular  items  an<l  j)oints  on  which 
he  is  to  he  cross-examined.     The  cross  examination 
may  take  place  hefore  the  account  is  touched.     A 
Judge  in  Chambers  can,  as  a  rule  of  practice  in  his 
Chambers,  exclude  further  evidence  by  a  party  who 
has  cross-examined  the  evidence  of  the  other  side. 
(See  Williams  on  "  The  Law  of  Accounts,"  p.  25.) 
It  may  further  be  remarked  that  interrogatories  in 
writing   for   the   examination   of    the    accounting 
party— as,  for  instance,  an  incjuiry  whetherany  sums 
of  money  are  due  from  a  defendant  administrator 
to  the  estate  administered,  and,  if  so,  a  demand  that 
a  particular  account  of  such  sums  be  set  forth— 
may,  hy  the  leave  of  the  Court,  he  delivered  upon 
him.     {See  All/nj' v.  Allfn}\  12  Beavan   292,  and 
Order  XXXI,  rule  i.) 


APPENDIX    "A." 


THE      LAW      RELATING      TO 


ACCOUNTS. 


BV 


J.    E.    G.    DE    MONTMORENCY.    B.A..     LL.B..    (Cantab.) 


Of  the  Middle  Temple,  Hakkistf.k-at-Law, 


.; 


i 


( 


I  I 


! 


APPENDIX    A. 


ACCOUNTS    IN    JUDICIAL    PROCEEDINGS, 


15EFOKE  dealing  with  the  question  of  Accounts  in  specific 
branches  of  law,  it  will  be  convenient  to  refer  generally  to 
the  taking  of  accounts  by  order  in  judicial  proceedings. 

All  causes  and  matters  dealing  with  the  taking  of  Partner- 
ship or  other  Accounts  are  assigned  to  the  Chancery  Division 
of  the  High  Court  of  Justice  (Judicature  Act,  1873,  s.  34  (3) ) 
if  the  accounts  are  complicated.  If.  however,  they  are  simple, 
they  may  be  dealt  with  in  the  King's  Bench  Division.  {Re 
Taylor,  44  CD.  128,  in  which  case  the  judicial  taking  of 
accounts  is  very  fully  considered.)  •'  In  all  cases  in  which 
"  the  plaintiff  in  the  first  instance,  desires  to  have  an  account 
••  taken,  the  writ  of  summons  shall  be  endorsed  with  a  claim 
"that  such  account  be  taken."  (Order  III.,  rule  8,  of  the 
••  Supreme  Court,  and  see  lie  Gyhvn,  29  CD.  834.) 

Where  a   writ  of    summons   has   been  endorsed  for   an 
account,  under  Ord.  III.,  r.  8,  or  where  the  endorsement  on 
a    writ  of   summons    involves    taking  an    account,  if    the 
defendant  either  fails  to  appear,  or  does  not  after  appear- 
ance, by  affidavit  or  otherwise,  satisfy  the  Court  or  a  Judge 
that  there  is  some  preliminary  question  to  be  tried,  an  order 
for  the  proper  accounts,  with   all  necessary  inquiries  and 
directions  now  usual  (see  mfia)  in  the  Chancery  Division  in 
similar  cases,  shall  be  forthwith  made.    (Ord.  XV..  r,  i.)   An 
application  for  such  order  as  mentioned  in  this  rule  must  be 
made  by  summons  and  be  supported  by  an  affidavit  when 
necessary,  filed  on  behalf  of  the  plaintiff,  stating  concisely 
the  grounds  of  his  claim  to  an  account      The  application 
may  be  made  at  any  time  after   the   time  for  entering  an 
appearance  has  expired.     (Ord.  XV.,  r.  2.) 

The  e^iuitable  principles  that  underlay  the  old  suit  and 
the  modern  action  for  an  account  are  set  forth  in  the  follow-  : 
ing  passage  from  the  judgment   of  Lindley,  L.J..  in  LCD.  \ 
Railway  Co.  v.  S.E.  Railway  Co.  (i8y2.  i  Ch.    140)  :  "  Before  i 
"the  Judicature  Acts  a  suit  for  an  account  could  be  main - 
"tained  in   equity   in    the  following  cases.-  (i)  Where  the  ' 
"  plaintiff  had  a  legal  right  to  have  money  payable  to  him  i 
••  ascertained  and  paid,  but  which  right,  owing  to  defective 
"  legal  machinery,  he  could  not  practically  enforce  at  law. 


'*  Suits  for  an  account   between  principal   and    agent,  and 
"  between  partners,  are  familiar  instances  of  this  class  of 
"  case.     (2)    Where   the   plaintiff  would   have   had   a  legal 
"  right  to  have  money  ascertained  and  paid  to  him  by  the 
"defendant,  if  the  defendant  had  not  wrongfully  prevented 
'  such  right  from  accruing  to  the  plaintiff.     In  such  a  case, 
' '  a  Court  of  law  could  only  give  unliquidated  damages  for  the 
■'  defendant's  wrongful  act ;  and  there  was  often  no  machinery 
"  for  satisfactorily  ascertaining  what  would  have  been  due 
"  and  payable  if  the  defendant  had  acted  properly.     In  such 
"  a  case,  however,  a  Court  of  Equity  decreed   an   account, 
"  ascertained  what  would  have  been  payable  if  the  defendant 
"  had  acted  as  he  ought  to  have  done  and  ordered  him  to 
*•  pay  the  amount :    M'Intosh  v.  Great  Wtstnn  Railn-ay  Co. 
"  (4  Giff.  683)  is  the  leading  authority  in  this  class  of  case. 
"  (3)  Where   the   plaintiff  had  no  legal   but  only  equitable 
"  rights  against  the  defendant,  and  where  an  account  was 
"  necessary  to  give  effect  to  those  equitable  rights.    Ordinary 
•■  suits  by  cestuis  que  //'ms/<-«/ against  their  trustees  and  suits  for 
"  equitable  waste  fell  within  this  class.     (4)  Combination  of 
"  the  above  cases."     This  division  is  still  good  if  we  bear  in 
mind  that  the  old  distinction  between  equity  and  law  has 
disappeared,  and  relief  can   be  had  in  any  division  of  the 
High  Court,  though  in  practice  the  Chancery  Division  alone 
has    the    machinery    to    deal    with   complicated    cases  of 
accounts.     We  may  note  here  that  a  judgment  or  order  for 
an  account  of  what  is  due  under  a  contract  does  not  involve 
an  inquiry  as  to  damages  in  taking  the  account  {MaHners  v. 
Pearson  &■  Son,  1898,  i  Ch.  589)  ;  and  also  that  an  action  for 
account  in  equity  is  an  action  for  the   balance  due  on  the 
taking  of  the  account,  and  not  for  the  several  items  to  be 
included  in  it  (ibid.  p.  591  per  Lindley,  L.J .).  It  must  be  noticed 
that  an  order  for  an  account  under  Order  XV.,  rule  2,  against  an 
executor  reserving   further   consideration    but   not   orderins 
administration   does  not    destroy   the  executor's  power  of 
preference,  nor  does  it  prevent  other  creditors   from   suing. 
(See  Re  Barrett.  43  CD.  p    70.)     Nothing  short  of  an  order 
for  administration  can  prevent  this.  (See  Ord.  LV.,  r.  io.\  (6).) 
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An  order  under  Order  XV.,  rule  i,  would,  in  the  case  of 
the   administration   of   an   intestate's  or   a  testator's  per- 
sonalty,    include     the     following:     An     account     of     the 
intestate's  (or  testator's)  personal  estate,  come  to  thehand< 
of  the  defendants,   B.,  C,  and  D.,  the  administrators  of 
his  effects  (or  executors  of  his  will),  or  of  any  (or  if  two 
only,  either)  of  them  ;  or  to  the  hands  of  any  other  person  or 
persons  by  the  order  or  for  the  use  of  the  said  defendants, 
or  any  (or  either)  of  them  ;   an  account  of  intestate's  (or 
testator's)    debts;    au    account   of   the   intestate's   (or  tes- 
tator's) funeral  expenses ;   an  account  of  the  legacies  and 
annuities    given    by    the    testator's    will.       (.See    .Seton's 
"Judgments  and  Orders,"  f)th  edition,  pp.  i46i;-6.)    Forms 
of  orders  dealing   with  the  administration   of  a   testator's 
personalty  at  the  suit  of  a  person   interested,  or  of  per- 
sonalty and  realty  in  action  by  a  jjerson  interested  or  by 
trustees  and  executors,  and  other  similar  orders,  will  be 
found  set  forth  in   .Seton,   pp.    ijqo-iGcjj.     Judgments  oi 
orders  for  account  generally  will  be  found  in  Seton,  pp. 
1352-89. 

"  The  Court  or  a  Judge  may,  at  any  stage  of  the  proceed- 
"  ings  in  a  cause  or  matter,  direct  any  necessary  inquiries  or 
•*  accounts  to  be  made  or  taken,  notwithstanding  that  it  may 
"  appear  that  there  is  some  special  or  further  relief  sought 
••  for  or  some  special  issue  to  be  tried,  as  to  which  it  may  be 
•'  proper  that  the  cause  or  matter  should  proceed  in  the 
••  ordinary  manner."  (Ord.  XXXIII.,  r.  2  )  This  rule  only 
authorises  the  directing  of  such  accounts  and  inquiries  as  are 
subsidiary  to  determining  the  rights  of  the  parties,  and  which 
otherwise  would  be  directed  at  the  trial,  and  does  not 
authorise  the  sending  of  the  w  hole  case  to  Chambers.  (Giirnhum 
V.  Shipper,  29  CD.  566.)  As  a  rule  an  order  for  an  account 
cannot  be  made  against  a  plaintiff.  (Toulmin  v.Rcid,  14  Beav. 
505.)  As  we  shall  see,  questions  of  very  complicated  accounts 
may  be  referred  to  a  referee.  (Arbitration  Act,  1889.  s.  14, 
Rochefoucauld  v.  Boustead,  1897,  ^  Ch.  196.) 

"The  Court  or  a  Judge  may,  either  by  the  judgment  or 

"order    directing    the    account    to    be    taken  or  by    any 

"subsequent  order,  give  special  directions  with  regard  to  the 

"  mode  in  which  the  account  is  to  be  taken  or  vouched,  and 

"  in  particular  may  direct  that  in  taking  the  account,  the 

"  books  of  account  in  which  the  accounts  in  question  have 

"  been  kept  shall  be  taken  as  prima  facie  evidence  of  the 

"  truth  of  the  matters  therein  contained  (see  Banks  v.  Cart- 

•'  urright.  15  W.  R.,  417  ;  Gething  v.  Keighley,oC.T>.  547),  with 

"liberty  to  the  parties  interested  to  take  such   objections 

•  thereto  as  they  may  be  advised."  (Ord.  XXXIII.,  r.  3.) 

Where  vouchers  have  been  lost,  or  the  account  cannot  be 

taken  in   the  ordinary   way,   the  Court   may  give  special 

directions,  but  such  directions  will  not  be  given  unless  it 

appears  that  the  ordinary  evidence  cannot  be  had.  (Lodge  v. 


Prichard,  3  De  G.  M.  &  G.  906.)      Audited  accounts  may  be 
impeached  for  fraud,  even   though  liberty  to  do  so  is  not 
given  in  the  order  of  the  Court.  (Holgate  v.  Shutt,  27  CD.  n  1 .) 
"  Where  any  account  is  directed  to  be  taken,  the  accounting 
"party,  unless  the  Court  or  a  Judge  shall  otherwise  direct, 
"  shall  make  out  his  account  and  verify  the  same  by  affidavit. 
"  The  items  on  each  side  of  the  account  shall  be  numbered 
"  consecutively,  and  the  account  shall  be  referred  to  by  the 
"  affidavit  as  an  exhibit  and  be  left  in  the  Judge's  Chambers, 
"  or  with  the  official  or  other  referee,  as  the  case  may  be." 
(Ord.  XXXIII.,  r.  4)    Accounts  for  the  Judge's  Chambers, 
when  re<]uired,  may  be  charged  at  8d.  lower  scale,  is.  higher 
scale  per  folio  for  copying,  when  costs  are  taxed  on  this  scale 
or  the  scale  is  allowed.     (See  App.  N  to  the  Annual  Practice 
1904  ;  and  see  Ord.  LV.,  r.  37.)     "  Every  alteration  in  an 
"acc(junt  verified  by  affidavit  to  be  left  at  Chambers  .shall 
"  be   marked    with   the    initials   of   the   Commissioner   or 
"  officer     before     whom     the     affidavit     is     sworn,     and 
"  such     alterations     shall     not     be     made     by     erasure." 
(Ord.    XXXVril.,    r.     2a.)      Accounts    shall   be   referred 
to  as    exhibits    to   affidavits.      (Ord.    XXXVIII.,    r.   23.1 
"  Upon  the  taking  of  any  account,  the  Court  or  a  Judge  may 
"  direct  that  the  vouchers  shall  be  produced  at  the  office  of 
"  the    solicitor  of  the  accounting  party,  or  at    any  other 
"convenient  place,  and  that  only  such  items  as  may  be  con- 
"  tested  or  surcharged  shall  be  brought  before  the  Judge  in 
"  Chambers."  (Ord.  XXXIII.,  r.  4A.)    This  rule  is  intended 
to  prevent  the  enormous  expense  and  delay  which  are  con- 
tinually incurred  by  directing  the  general  accounts  to  be 
taken  in  the  Chambers  of  a  Chancery  Judge.   (Kay,  L.J.,  in 
Re  Fish,  Bennett  v.  Bennett,  1893,  2  Ch.,  p.  427.)     In  this  con- 
nection  we    may   also    refer    to    Ord.  LV.,  r.  loA,   which 
provides    that   •'  Upon   an    application    for    administration 
"  or  execution  of  trusts  by  a  creditor  or  beneficiary  under 
"  a     will,     intestacy,     or      deed      of     trust,      where     no 
"  accounts  or  insufficient  accounts  have  been  rendered,  the 
"  Court  or  a  Judge  may,  in  addition  to  the  powers  already 
"  existing,— order  that  the  application  shall  stand  over  for  a 
"  certain   time,    and   that  the  executors,  administrators,  or 
"  trustees  in  the  meantime  shall  render  to  the  applicant  a 
"proper  statement  of  their  accounts,  with  an  intimation  that 
"  if  this  is  not  done  they  may  be  made  to  pay  the  costs  of 
"the  proceedings."      In   the  case   (suPra)   of  Re  Fish   the 
Court  gave  the  plaintiffs,  at  their  own  risk  as  to  costs,  "  the 
"  power,  if  they  like  to  examine  those  accounts,  to  contest 
"any  items  in  them,  including,  of  course,  those  pay  sheets, 
"  or  day  sheets  (whichever  they  are  called),  which  show  the 
"  charges    made    by  Mr.    Herbert    Clifford  Gosnell    against 
"the  estate,  and  also,  if  they  think  fit,  entirely  at  their  own 
"risk  as  to  costs,  to   surcharge   any  item  which  may  be 
"  omitted  in  the  accounts,  and  then  if  the  contested  items 
"  are  not  arranged  with  the  trustees,  or  if  the  surcharges 


APPENDIX    A. 


341 


"are  not  arranged,  liberty  to  bring  any  contested  items 
"  before  the  Judge  in  Chambers,  who  is  to  be  at  liberty  to 
"  refer  any  disputed  items  in  the  bills  of  costs  to  the  Taxing 
•«  Master  to  be  taxed.  And  I  beg  to  say  that  I  understand 
"  that  to  mean  that  in  those  pay  sheets  of  Mr.  Herbert 
"  Gosnell  every  item  which  is  contained  in  them,  whether 
"  it  be  a  charge  for  trustee's  work  or  a  charge  for  costs 
"  prof)erly  so  called,  is  a  charge  which  may.  if  contested,  be 
"  moderated  by  the  Chief  Clerk,  or  by  ttie  Taxing  Master 
"before  whom  it  goes.  .  .  .  If  in  the  investigation  of 
"  the  accounts  little  or  no  change  shall  be  made,  then  the 
"Judge  will  have  to  consider  how  far  the  I'laintiffs'  next 
"  friend  and  the  adult  I'laintifls  should  pay  the  costs  of  that 
"  part  of  the  action.  If,  on  the  other  hand,  considerable 
"  alteration  is  made,  the  Judge  will  have  to  consider  whether 
"  the  Defendants,  or  some  of  them,  ought  not  to  bear  those 
"  costs  or  some  part  of  them."  il'p.  427-8.)  This  important 
judgment  by  Lord  Justice  Kay  has  beon  quoted  at  this  length 
as  it  throws  considerable  light  on  the  practice  of  the  Courts, 
both  with  respect  to  accounts,  and  the  costs— an  important 
matter-  incurred  in  the  preparation  and  investigation  of 
accounts.  The  "Annual  Practice"  (1904)  states  that  the 
practice  of  directing  accounts  to  be  furnished  and  vouched 
out  of  Court  is  now  largely  followed.  Trustees,  it  is  added, 
are  entitled,  on  being  required  to  furnish  accounts  in 
respect  of  their  trust  estate,  to  demand  that  they  should  be 
guaranteed  against  the  expense  of  complying  with  the 
requisition.     (Re  Bosworth,  58  L.J.  Ch.  432  ) 

It  is  necessary  to  note  that  "  any  party  seeking  to  charge 
"  any  accounting  party  beyond  what  he  has  by  his  account 
"admitted  to  have  received  shall  give  notice  thereof  to  the 
"  accounting  party,  stating,  so  far  as  he  is  able,  the  amount 
^      "  sought  to  be  charged  and  the  particulars  thereof  in  a  short 
"and    succinct     manner."      (Ord.    X.XXIII.,  r.  5.)        The 
remaining  three  rules  of  this  order  are  all  of  importance. 
Rule  6  provides   that  "every  judgment    or    order    for  a 
"  general  account  of  the    personal  estate  of  a  testator  or 
"  intestate  shall  contain  a  direction    for  an  inquiry  what 
"  parts  (if  any)  of  such  personal  estate  are  outstanding  or 
"  undisposed  of,  unless  the  Court  or  a  Judge  shall  otherwise 
"direct."     It  is  obvious  that  such  an  inquiry  is  essential 
for  the  completion  of  a  general  account.     Rule  7  provides 
that  "  where  by  any  judgment  or  order,  whether  made  in 
"  Court  or  in  Chambers,  any  accounts  are  directed  to  be 
"  taken  or  inquiries  to  be  made,  each  such  direction  shall 
"be  numbered    so  that,  as   far  as  may  be,  each  distinct 
"  account  and  inquiry  may  be  designated  by  a  number,  and 
"  such  judgment  or  order  shall  be  in  the  Form  No.  28  in 
"Appendix   L.,  [to  the  Rules  of  the  Supreme  Court]  with 
"  such  variations  as  the  nature  of  the  case  may  require." 
Form  No.  28  is  a  form  of  ordering  accoimts  and   inquiries. 
Form  No.  11  in  Appendix  L  is  also  of  importance,  as  it  gives 


the  form  of  an  affidavit  verifying  accounts  and  answering 
usual  inquiries  as  to  real  and  personal  estate.  (.See  Ord. 
LV.,  r.  75,  and  also  Daniel's  "  Chancery  Forms."  5th 
Edition,  pp.  597-610.)  The  form  of  account  verified  by  this 
affidavit  and  called  "Account  A,"  is  given  in  Form 
No.  12,  which  contains  a  numbered  list  of  dated  receipts 
and  disbursements,  while  Form  No.  13  is  a  similar  account 
of  rents  and  profits  referred  to  in  Form  11  as  "  Account  B." 
Form  14  is  an  important  form  of  Receiver's  .\ccount,  to 
which  I  shall  have  occasion  to  refer  directly  in  connection 
with  the  Rules  of  the  Supreme  Court  dealing  with  Receivers. 

Before    doing    so,    I    must    complete    my    reference    to 
accounts  generally :— "  Where  an  account  is  directed,  the 
"certificate  shall  state  the  result  of  such  account,  and  not 
"  set  the  same  out  by  way  of  schedule,  but  shall  refer  to 
"  the  account  verified  by  the  affidavit  filed,  and  shall  specify 
"  by   the    numbers  attached    to  the  items  in    the  account 
"  which,  if  any.    of  such  items  have  been   disallowed   or 
"  varied,  and  shall  state  what  additions,  if  any,  have  been 
"  made  by  way  of  surcharge  or  otherwire,  and  where  the 
"  account,  verified  by  the  affidavit  has  been  so  altered  that 
"it  is  necessary  to  have  a  fair  transcript  of  the  account  as 
"  altered,  such  transcript  may  be  required  to  be  made  by  the 
"  party  prosecuting  the  judgment  or  order,  and  shall  then 
"  be  referred  to  by  the  certificate.     The  accounts  and   the 
"  transcripts  (if  any)  referred  to  by  certificates  shall  be  filed 
"  therewith  or  retained  in  Chambers  and  subsequently  filed, 
"as  the  Judge  in  Cbamliers  may  direct.     No  copy  of  any 
"  such  account  shall  be  required  to  be  taken  by  any  party." 
(Ord.  LV.,  r.  68.)     It  may  be  noted  in  connection  with  this 
rule  that  no  question  could  be  raised  by  the  certificate  of  the 
Chief  Clerk  on  matters   with  respect  to  which  there  is  no 
direction  in  the  order  under  which  the  certificate  is  made. 
(In  re   Tillett,  32  CD.  639.)     Also  we  may  note  that,  in  a 
question  of  Partnership    .\ccounts  arising  in  an  action  of 
administration   of    the  estate  of   a  deceased   partner,    the 
certificate  must  distinguish  between  private  and  partnership 
debts.    (Re  Hodgson,  ^i  CD.   177.)     In  connection  with  the 
certificate,  it  is  necessary  further  to  note  that  every  certificate, 
with  the  accounts,  if  any.  to  be  filed  therewith,  shall  be 
transmitted  by  the  Chief  Clerk  to  the  Central  Office  to  be 
filed,  and  shall  thenceforth  be  binding  on  all  the  parties  to 
the  proceedings,  unless  discharged  or  varied  upon  applica- 
tion by  summons  within  eight  clear  days  after  the  filing : 
provided  that  the  time  for  applying  to  discharge  or  varj- 
certificates,  to   be  acted   upon   by   the   Paymaster-General 
without  further  order,  or  certificates  on  passing  receivers' 
accounts,  shall  be  two  clear  days  after  the  filing  thereof. 
(Ord.  LV..  r.  70.)     The  Judge  may,  however,  if  the  special 
circumstances  of  the  case  require  it,  upon  an  application  by 
motion  or  summons  for  the  purpose,  direct  a  certificate  to  be 
discharged  or  varied  at  any  time  after  the  same  has  become 
binding  on  the  parties.     (Ord.  LV.,  r.  71.) 
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We  have  still  two  remaining:  rules  in  Order  XXXIII.  that 
require  notice:-"  In  taking  any   account  directed  by  any 
"judgment   or  order,   all  just   allowances    shall    be   made 
"  without  any  direction  for  that  purpose."     (Ord.  XXXIII., 
r.  8.)    Thus,  in  the  case  of  an  order  dealing  with  the  manage 
ment   of   a  business  carried   on  by   an   executor,    though 
the  executor    cannot    charge    for    time    and    work,  he  is 
entitled    to    all    just    allowances    in    the    taking    of    an 
account  of  profits,    even    though    he    is    a  partner.     (Rt 
Norrington,    13   CD.  654.)      What   are  just   allowances  in 
particular  cases   may  be  gathered   from    the  cases  of  the 
Union  Bank  of  London  v.  Ingram  {16  CD.  53),  Rees  v.  Metro- 
tolitan  Board  of  Works  (14  CD.  372),  Vyse  v.  Foster  (L.R.  7 
H.L.    318).      Order    XXXIII.,    r.    8B,    directs    that    each 
Chief  Clerk  at  the  beginning  of  each  sittings  :ihall  report  to 
the  Judge  to  whose  Chambers  he  is  attached  all  the  cases  in 
which  he  considers  that  there  has  been  any  undue  delay  in  the 
proceedings  before  him.     If  (Ord.  XXXIII.,  r.  9)  it  appears 
to  the  Court  or  Judge  that  there  is  any  undue  delay  in  the 
prosecution   of    any   accounts   or  inquiries,   the   Court    or 
Judge   may  require  any  party  in   the  case  to  explain  the 
delay,  and  may  thereupon  make  such  order  with  regard  to 
expediting  the  proceedings  as  the  circumstances  of  the  case 
may  require.     (See  also  Order  LV.,  r.  32.) 

We  may  note  generally  with  respect  to  the  practice  as  to 
accounts  in  judicial  proceedings  that,  if  the  Judge  so  directs, 
his   Chief  Clerks  shall   take  such  accounts  and  make  such 
inquiries  as  have  usually  been  taken  and  made  by  the  Chief 
Clerks,  and  the  Judge  shall  give  such  aid  and  directions  in 
every  such  account  or  inquiry  as  he  may  think  fit,  but  sub- 
ject to  the  right  of  the  parties  in  certain  cases  to  bring  any 
particular  point  before   the  Judge.    (Ord    LV.,  r.   15.)     Of 
course,  it  must  be  remembered  that  in  all  cases  the  parties 
have  a  right  to  see  the  Judge  personally,  but  where  such  an 
adjournment  into  Court  is  unnecessary,  the  party  so  adjourn- 
ing the  case  may  have  to  pay  the  costs.     It   is  important, 
moreover,  to  remember  that  in  certain  large  classes  of  cases 
the  Judge  must  deal  personally  with  the  matter.     No  order 
for    accounts    or    inquiries    concerning    the  property   of  a 
deceased  person  or  other  property  held  upon  any  trust  or 
concerning  the  parties  entitled  thereto  must  be  made,  except 
by   the  Judge  in   person.     (Ord.    LV.,  r.  15A.)     Moreover, 
where  accounts  are   being  taken  in   Chambers  before  the 
Chief  Clerk,  either  party  has  a  right  to  have  an  item  which 
has  been   found   against   him   adjourned   before  the  Judge 
without  taking  out  a  summons  for  that  purpose.     And  where 
a  question  of  principle  is  involved  in  a  particular  item  it 
may  be  necessary  to  do  this.     But  the  ordinary  practice  is  to 
wait   till   the  account  is    completed,   and    then    take    the 
adjournment  once  for  all  before   the  Judge.     If  a  solicitor 
were  so  unreasonable  as  to  insist  on  the  adjournment  of 
every  item  in  an  account   to  which  he   might  object,  the 
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Judge  could  punish  the  solicitor  by  making  him  pay  the  costs 
personally.  {Upton  v.  Brown,  20 CD.  731,/^r  Jessel.  M.R.)  An 
adjournment  to  the  Judge  is  not  in  the  nature  of  an  appeal, 
since   there    exists  a  right   to   have   a  point  heard  by  the 
Judge  personally.    (Smitli  v.  IVatts,  22  CD.  5.)     It  is  further 
important  to  remember  that  the  Judge  in  Chambers  may,  in 
such  way  as  he  thinks  fit,  obtain  the  assistance  of  accoun- 
tants, merchants,  engineers,  actuaries,  and  other  scientific 
persons  the  better  to  enable  any  matter  at  once  to  be  deter- 
mined,  and  he  may  act   upon    the  certificate  of  any  such 
person.    (Ord.   LV.,   r.   19.)    The  Judge  cannot,  however, 
delegate  this  power  of  calling  in  expert  assistance  to  his 
Chief  Clerks  {Mildmay  v.  Lord  Met/men,  i  Drew.  216);  and 
when  such  an  expert  is  called  in  by  the  Judge  his  evidence  is 
merely  material  to  guide  the  Judge,   and  he  cannot  call 
witnes.ses  to  support  his  evidence  (see  "  Annual  Practice," 
1904  :  Morris  v.  Llanelly  Railway  Co.,  W.N.  (i8«<)  46 ;  Ford  v. 
Tynte,  2  De  G.  J.  &  S.  1.47).    An  accountant  so  called  in  need 
not  be  employed  in  the  presence  of  the  parties  {Re  London 
and  Birmingham,  etc.,  Railway  Co.,  6  W.li.  141),  while  the  fact  of 
such  employment  is  additional  to  and  not  in  substitution  for 
the  taking  of  accounts  in  Chambers.     The  allowance  to  such 
an  accountant  is  in  addition  to  the  Court  fee.   {Hutchinson  v 
Norwood,  32  W.R.  392.)    The  fees  to  be  paid  to  such  expert 
accountants  and  other  experts  called  in  by  the  Judge  are 
to  be  regulated  by  the  taxing  officers,   subject   to  appeal 
to   the  Court   or  Judge,    whose    decision    shall    be    final. 
(Ord.   LXV.,    r.    27    (36).)      In    the    case   of   Meymott    v. 
Meymott    i;^^    Beav,    590),    with    respect    to    the    general 
question    of    the    payment    of    accountants.     Sir    John 
R(-milly,  M.R.,  said:   "When  the  Chief  Clerk  appoints  an 
"  accountant,  he  always  previously  makes  an  arrangement 
"  with  him  as  to  the  amount  of  his  remuneration  ;  but  when 
"the  accountant  is  employed  by  the  parties  themselves,  the 
"  Chief  Clerk  never  interferes,  but  allows  them  to  make  their 
"own  terms."    This  is  still,  there  can  be  little  doubt,  the 
rule,  and  the  further  decision  that  the  rule  as  to  remunera- 
tion of  accountants  followed  in  bankruptcy  proceedings  is  also 
fdlowed  in  Chancery  proceedings  has  never  been  overruled. 
Sir  John  Romilly,  however,  expressly  declined  to  apply  this 
rule    in    the    case    of    oflScial    managers    and    liquidators 
employed  in  winding  up  companies.     In  this  case,  therefore, 
two  guineas  a  day  to  the  accountant  for  work  done,  one 
guinea  a  day  to  his  chief  clerk,  and  twelve  to  fifteen  shillings  a 
day  to  his  junior  clerk  were  allowed,  as  proper  remuneration, 
by  the  Court.     In  this  case  the  accountant  was  nominated  by 
the  parties  and  appointed  by  the  Chief  Clerk.    We  may  also 
note  here  that  if  a  plaintiflf  claims  a  general  account  he  need 
not  give  particulars  of  the  sums  which  it  is  alleged  that  the 
defendant  has  received  to  his  use.     But  this  is  not  the  case 
if  a  specific  sum  be  claimed.  {Blackie  v.  Osmaston,  28  CD. 
123  ;  Augustinus  v.  Ntrinckx,  16  CD.  17.)     I|  the  Court  sees 


that  an  account  must  be  taken  it  will  not  order  particulars, 
but  the  mere  asking  for  an  account  will  not  prevent  the 
Court  from  ordering  particulars.  {Kemp  v.  Goldberg,  3O  CD. 
505  ;  Ord.  XIX..  r.  6.  "  Annual  Practice,"  1904.) 

Finally,  the  Judge  may  order  in  proper  cases 
accounts  and  inquiries  to  be  referred  to  District 
Registrars.  (Judicature  Act,  1873,  s.  60.)  It  must  always  be 
remembered  in  beginning  legal  proceedings  for  account  that 
all  actions  for  account  must  be  brought  within  six  years 
after  the  settlement  of  the  account,  or  the  time  when  the 
cause  of  action  arose,  or  the  last  acknowledgment  or  part 
payment.  (See  Statutes,  21  Jac.  i,  c.  16,  s.  3,  and  19  &  20 
Vict.  c.  97,  s.  9,  and  Seton,  pp.  1369-1370.) 

Turning  now  to  the  question  of  Receivers'  Accounts. 
Where  a  receiver  is  appointed  for  the  purpose  of  equitable 
execution  "  with  a  direction  that  he  shall  pass  accounts,  the 
"  Court  or  Judge  shall  fix  the  days  upon  which  he  shall 
•♦  (annually  or  at  longer  or  shorter  periods)  leave  and  pass 
"  such  accounts,  and  also  the  days  upon  which  he  shall  pay 
"  the  balances  appearing  due  on  the  accounts  so  left,  or  such 
••  part  thereof  as  shall  be  certified  as  proper  to  be  paid  by 
"him.    And  with  respect  to  any  such  receiver  as    shall 
"neglect  to  leave  and  pass  his    accounts    and    pay    the 
"  balances  thereof  at  the  times  so  to  be  fixed  for  that  purpose 
"as  aforesaid,  the  Judge  before  whom  any  such  receiver  is 
"to  account  may  from  time  to  time,  when  his  subsequent 
"accounts  are  produced  to  be  examined  and  passed,  disallow 
"  the  salary  therein  claimed  by  such  receiver,  and  may  also, 
"if  he    shall    think    fit,    charge    him    with    interest   at 
"the  rate  of  5  per  cent,  per  annum  upon  the  balances 
"so   neglected    to   be     paid    by     him    during    the    time 
^•the    same     shall     appear     to    have     remained     in     the 
"hands  of  any  such  receiver."     (Ord.  L.,  r.  18.)     If  the 
question  of  Receivers"  Accounts  arises  in  the  King's  Bench 
Division,  the  practice  of  the  Chancery  Division  is  followed, 
as  the  receivers  are  appointed  for  an  equitable  purpose.  (See 
Walmsley  v.  Mundy,  13  Q.B.D.,  807.)     It  is  to  be  noted  that 
the  jurisdiction  over  the  receiver  continues  even  after  the 
accounts  have  been  settled.    At  this  late  hour  the  penalties 
of  the  rule  can  be  enforced.   {Hicks  v.  Hicks,  3  Atk.  273  ; 
"Annual  Practice."  1904.) 

Receivers'  Accounts  have  to  be  in  the  form  No.  14  in 
Appendix  L,  with  such  variations  as  circumstances  may 
require.  (Ord.  L.,  r.  19.)  This  form  deals  separately  with 
receipts  and  payments  and  allowances  on  account  of  real  estate 
and  personal  estate.  Rule  20  directs  that  "  every  receiver 
"  shall  leave  in  the  Chambers  of  the  Judge  to  whom  the  cause 
"  or  matter  is  assigned  his  account,  together  with  an  affidavit 
"  verifying  the  same  in  the  form  No.  22  in  Appendix  L.,  with 
"  such  variations  as  circumstances  may  require.  An  appoint- 


"  ment  shall  thereupon  be  obtained  by  the  plaintiff  or  person 
"  having  the  conduct  of  the  cause  for  the  purpose  of  passing 
"  such  account."  It  is  further  provided  that  "  in  case  of  any 
"  receiver  failing  to  leave  any  account  or  affidavit,  or  to  pass 
"  such  account,  or  to  make  any  payment,  or  otherwise,  the 
"  receiver  or  the  parties,  or  any  of  them,  may  be  required  to 
"  attend  at  Chambers  to  show  cause  why  such  account  or 
"  affidavit  has  not  been  left,  or  such  account  passed,  or  such 
"  payment  made,  or  any  other  proper  proceeding  taken,  and 
"  thereupon  such  directions  as  shall  be  proper  may  be  given 
"  at  Chambers  or  by  adjournment  into  Court,  including  the 
"  discharge  of  any  receiver  and  appointment  of  another,  and 
"  payment  of  costs."  (Ord.  L..  r.  21.)  It  is  necessary  to  note 
finally  that  a  certificate  of  the  Chief  Clerk,  stating  the  result 
of  the  receiver's  account,  is  to  be  taken  from  time  to  time. 
(Ord.  L..  r.  22.) 

The  above  rules  as  to  Receivers'  Accounts  have  an  import- 
ance that  extends  beyond  such  accounts,  for  it  is  especially 
provided  by  the  Rules  of  the  Supreme  Court  that  the 
accounts  of  liquidators  and  of  guardians  shall  be  passed  and 
verified  in  the  same  manner  as  is  by  the  above  rules  directed 
in  the  case  of  Receivers'  Accounts.    (Ord.  L.,  rules  23.  24.) 

Some  reference  must  be  made  as  to  accounts  in  relation  to 
the  Arbitration  Act  1889  (52  &  53  Vict.  c.  49).    Section  14 
provides  that  in  any  cause  or  matter  (other  than  a  criminal 
proceeding  by   the   Crown)   if  {inter  alia)  the  question  in 
dispute  consists  wholly  or  in  part  of  matters  of  account,  the 
Court  or  a  Judge  may  at  any  time  order  the  whole  cause  or 
matter,  or  any  question  or  issue  of  fact  arising  therein,  to  be 
tried  before  a  special  referee  or  arbitrator  respectively  agreed 
on  by  the  parties,  or  before  an  Official  Referee  or  officer  of  the 
Court.      We   must   note  in   passing   that   a  Master  of  the 
Supreme  Court  may  exercise  all  the  jurisdiction  and  powers 
conferred  upon  the  Court  or  a  Judge  by  the  Arbitration  Act, 
1899.    (Ord.  LIV.,  r.  12A.)    The  case  cannot,  however,  be 
referred  without  the  consent  of  the  parties  where  the  result 
depends  partly  on  questions  of  law  and  fact,  and  partly  on 
questions  of  account  and  scientific  evidence.    {Case  v.  Willis^ 
8  Times'  Reports  610.)  The  expression  "  matters  of  account" 
is  largely  construed  {Re  Leigh,  3  CD.  292)  and  "  if  the  Court 
"can  see  that  part  of  the  dispute  between  the  parties  is 
"  matter  of  account,  that  gives  jurisdiction  to  refer  the  whole 
"case"    {Huilhattv.  Barnett,  1893,  i  Q  B-  79),  except  where 
there  is  a  preliminary  question  as  to  the  liability  of  the 
defendant.     {Ward  v.  Pilley.  5  Q.B.D.  427,  and  see  also  Case 
V.  Willis  and  the  "  Annual  Practice,"  1904.)  As  to  the  practice 
on  trial  as  to  accounts  before  a  referee,  reference  must  be  made 
to  Rules  of  the  Supreme  Court,  Ord.  XXXVI.,  part  8,  rules 
43-55C     The  referee  (subject  to  the  order  of  the  Court  or  a 
Judge)  may  hold  the  trial  at  or  adjourn  it  to  any  place  which 
he  may  deem  most  convenient,  and  have  any  inspection  or 
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view  either  by  himself  or  with  his  assessors  (if  any),  which  he 
may  deem  expedient  for  the  better  disposal  of  the  controversy 
before  him.     He  must,  moreover,  unless  otherwise  directed 
by  the  Court  or  a  Judge,  proceed  with  the  trial  de  die  in  diem, 
m  a  similar  manner  as  in  actions  tried  with  a  jury.    (Ord. 
XXXVI.,  r.  48.)      The  Official  Referees  are  to  sit  at  least 
from  10  a.m.  to  i  p.m.  on  Saturdays,  and  from  10  am.  to 
4  p.m.  on  other  days  during  the  sittings  of  the  High  Court. 
(Ord.  LXni.,  r.  16)     Subject  to  any  order  to  be  made  by 
the  Court  or  a  Judge  ordering  the  same,  evidence  shall  be 
taken  at  any  trial  before  a  referee,  and  the  attendance  of 
witnesses  may  be  enforced  by  sitbpwna,  and  every  such  trial 
to  be  conducted  in  the  same  manner,  as  nearly  as  circum- 
stances   will    admit,    as    trials    are    conducted    before    a 
Judge.      (Ord.    XXXVI.,    r.    49.)      Subject    also    to    any 
such    order,  the  referee    is    to    have    the    same   authority 
with  respect  to  discovery  and  production  of  documents,  and 
in  the  conduct  of  any  reference  or  trial,  and  the  same  power 
to  direct  that  judgment  be  entered  for  any  or  either  party,  as 
a  Judge  of  the  High  Court   (Ord.  XXXVI.,  r.  50)  ;  but  the 
referee  cannot  commit  any  person  to  prison  or  enforce  any 
order  by  attachment  or  otherwise  (Ord.  XXXVI.,   r.  51). 
Moreover,    before    the    conclusion    of   any   trial   before  a 
referee,    or   by     his     report     under     the    reference    made 
to  him,   he    may    submit    any    question    arising   therein 
for    the    decision     of    the     Court,     or     may     state     any 
facts     specially     for     the     Court     to     draw     inferences 
therefrom,   and  in   any   such   case  the  order  to  be   made 
on    such    submission    or    statement    shall    be    entered    as 
the  Court  shall  direct ;  and  the  Court  shall  have  power  to 
require  any  explanations  or  reasons  from  the  referee,  and  to 
remit  the  cause  or  matter,  or  any  part  thereof,  for  retrial  or 
further  consideration  to  the  same  or  any  other  referee ;  or 
the  Court  may  decide  the  question  referred  to  any  referee 
on  the  evidence  taken  before  him,  either  with   or  without 
additional  evidence  as  the  Court  may  direct.   (Ord.  XXXVI., 
r-  52.) 

There  is  an  appeal  to  the  High  Court  (in  the  King's 
Bench  Division  to  a  Divisional  Court)  from  a  referee  to 
whom  a  case  is  referred  for  trial,  either  by  motion  to  set 
aside  or  vary  the  report  or  award  and  the  judgment  entered 
thereon,  or  by  motion  for  a  new  trial.  In  the  Chancery 
Division,  the  appeal  would  be  to  the  Court  of  Api>eal. 
(.See  the  Judicature  Act,  1894,  s.  1  (15),  and  the  Arbitration 
Act,  1889,  s.  15  (2).)  The  rejwrt  or  award  of  any  official 
or  special  referee  or  arbitrator  on  any  su<  h  reference 
shall,  unless  set  aside  by  the  Court  or  a  Judge,  be  equivalent 
to  the  verdict  of  the  jury.     (Arbitration  Act,  1889,  s.  15  (2).) 

The  remuneration  to  be  paid  to  any  special  referee  or 
arbitrator  to  whom  the  matter  is  referred  under  order  of  the 
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Court  or  a  Judge,  shall  be  determined  by  the  Court  or  a 
Judge  (ibid.,  s.  15  (3)  ) ;  but  an  arbitrator  under  submission 
may  fix  his  own  fees,  unless  a  contrary  intention  is  expressed 
in  the  submis.sion,  and  the  costs  of  reference  and  of  the 
award  are  in  his  di.scretion  (.\rbitration  Act,  1889,  s.  2  (/) ). 

It  will  be  convenient  here  to  notice  certain  cases  where 
accounts  can  be  compelled.     An  agent  (but  not  apparently 
a  principal)  is  liable  to  account  where  the  course  of  dealing 
presumes  the  keeping  of  regular  accounts.     Where  copyright 
is  infringed,  the  right  to  account  follows  the  obtaining  of  an 
injunction.     {Baily  v.  Taylor,  i  Russ.  &  M.  73.)     The  right  to 
account   (if  the  case  involves  account)   generally   follows 
the    right     to     an     injunction,     but     of    course     it     also 
arises     otherwise.       (See     Parrot     v.     Palmer,     3     Myl. 
X-  K.  632.)      An    action    for    account    will    lie    against  a 
banker  by  his  customers  {Benvles  v.  Orr,  i  V.  &  C.  464), 
and   between   tradesmen    and   their  customers   (Courlenay 
V.   Godschall,   9  Ves.   473),    and   between    merchants   and 
commercial  travellers  to  a  certain  extent  (Hunter  v.  Belcher, 
9  L.T.  501) ;  also  in  the  case  of  mines  and  tithes  (Pulteney  v. 
IVarren,  6    Ves.   88),    and    between    landlord    and    tenant 
(O'Connor  v.  Spaight,  i  Sch.  &  Lef.  305) ;  also  in  the  case  of 
rents  and  profits  arising  from  property  alleged  to  be  wrongly 
occupied   (Hicks  v.  Gallitt,  3  De  G.   M.  &  G.  782).     It  is 
perhaps  hardly  necessary  to  state  that  merchants'  accounts, 
after  six  years'  total  discontinuance,  are  barred  (Martin  v. 
Heathcote,  2  Eden  169);  but,  of  course,  if  open  accounts  are 
continued  by  subsequent  acts,  they  are  not  barred  by  length 
of  time  unless  a  settled  balance  can  be  presumed.    As  to 
what  amounts  to  a  settled  and  suited  account  depends  upon 
the  circumstances  of  the  case.    No  precise  form  is  necessary 
(Sim  V.  Sim,  11  Ir.  Ch. Rep.  310),  but  it  may  be  said  generally 
that  a  clear  statement  of  accounts  signed  by  the  parties  may 
be  regarded  as  a  settled  account,  since  it  c-eites  a  single 
issue.    (See  Attorney-General  v.  Brooksbank,  2  Y.  &  J.  37.)   But 
signature  is  not  absolutely  necessary  (Willis  v.  Jermgan,   2 
Atk.  252),  nor  need  there  be  a  minute  settlement  of  items 
(see  Setvell  v.  Bridge,  i  Ves.  297).  and  a  merchant's  account 
unchallenged  for  two  years  is  regarded  as  stated  (see  Tiekcl 
V.  Short,  2  Ves.  239).    Settled  accounts  can  only  be  re-opened 
on  very  strong  grounds.    (Chambers  v.  Goldwin,  5  Ves.  837.) 
The  principles  on  which  such  accounts  are  reopened  are 
dealt  with  in  the  cases  of  Coleman  v.  Mellersh  (2  Mar.  &  G. 
309),  Bucheridge  v.  Whalley  (^^  L.J.  Ch.  649),  Newen  v.  Wellen 
(31  L.J.  Ch.  792),  Williamson  v.  Barbour  (9  CD.  529),  Wier 
V.  Tucker  (L.R.  14  Eq.  25),  Hickson  v.  Aylward  (3  Moll.  14), 
Lewis  V.  Morqan  (5  Price  42).  M'Kellar  v.  Wallace  (8  Moore 
P.C.  37S) 


Partnership  Accounts. 


Section  28  of  the  Partnership  Act,  1890  (53  &  54  Vict, 
c.  39).  declares  that  "  Partners  are  bound  to  render  true 
"  accounts  and  full  information  of  all  things  affecting  the 
••  partnership  to  any  partner  or  his  legal  representatives." 
This  clause  is  usually  inserted  in  partnership  deeds,  and  it, 
apart  from  statute,  represents  a  principle  and  an  obligation 
—the  obligation  of  uberrima  fides — inherent  in  any  partner- 
ship contract.  The  right  to  an  account  as  between  partners, 
or  between  a  partner  and  the  personal  representatives,  or 
the  trustee  in  bankruptcy  of  a  partner  is  undoubted. 
When  a  partner  mortgages  his  .share  in  a  partner- 
ship and  the  mortgagee  brings  an  action  to  realise 
his  mortgage,  the  proper  order  is  to  direct  an  account 
of  what  the  mortgagor's  interest  in  the  partnership  was 
at  the  date  when  the  mortgagee  proceeded  to  take 
possession  under  his  mortgage,  that  is,  at  the  date  of 
the  writ;  but  if  a  dissolution  of  the  partnership  has 
previously  taken  place,  the  date  of  the  dissolution  is  the 
date  at  which  the  account  is  to  be  taken.  (Whetham  v.  Davey, 
30  CD.  574.)  Again,  if  the  partnership  share  is  assigned 
with  the  consent  of  the  other  partners,  the  assignee  is 
entitled  to  an  account.  (Redmayne  v.  Forster,  2  Eq.  467.)  In 
certain  cases  the  beneficiaries  under  the  will  of  a  deceased 
partner  can  have  an  account  against  the  surviving  partners 
(Travis  v.  Milne,  9  Hare  141),  but,  as  a  rule,  their  remedy  is 
against  the  personal  representatives  of  the  deceased  partner. 

"  The  account  which  a  partner  may  seek  to  have  taken, 
•'  may  be  either  a  general  account  of  the  dealings  and  trans- 
"  actions  of  the  firm,  with  a  view  to  a  winding  up  of  the 
»" partnership;  or  a  more  limited  account,  directed  to  some 
••  particular  transaction  as  to  which  a  dispute  has  risen." 
(Lindley,  p.  496,  6th  Edition.)  There  is  no  longer  any 
iron  rule  that  accounts  can  only  be  taken  by  the  Court  in 
partnership  with  a  view  to  a  dissolution,  but  the  rule  will 
be  followed  unless  there  is  a  good  reason  for  departing 
from  it.  Lord  Justice  Lindley  gives  "  three  classes  of  cases 
in  which  actions  for  an  account  without  a  dissolution,  are 
more  particularly  common  "  (p.  497). 

••  I.  Where  one  partner  has  sought  to  withhold  from  his 
co-partner  the  profit  arising  from  some  secret  transaction. 

"2.  Where  the  partnership  is  for  a  term  of  years  still 
unexpired,  and  one  partner  has  sought  to  exclude  or  expel 
his  co-partner  or  to  drive  him  to  a  dissolution. 

"  3.  Where  the  partnership  has  proved  a  failure,  and 
the  partners  are  too  numerous  to  be  made  parties  to  the 
action,  and  a  limited  account  will  result  in  justice  to  them 
aU." 


Where  the  partnerships  of  the  various  partners  in  one 
concern  began  at  different  dates,  the  Court  will  order,  upon 
the  bankruptcy  of  all  the  partners,  the  making  of  separate 
accounts,  and  that  each  estate  shall  first  bear  its  own  debts. 
(Ex parte  Marlin,  2  Bro.  C.C.  15.)  In  an  action  to  take  accounts 
of  a  partnership  where  the  partnership  is  admitted,  and  no 
other  question  is  in  issue  except  the  accounts,  accounts  of  the 
partnership  dealings  may  be  ordered  to  be  taken  before  the 
trial  of  the  action.    (Turquand  v.   Wilson,  i  CD.  85.)     If  a 
partner's  private  transactions  are  mixed  up  with  the  partner- 
ship accounts  the  whole  accounts  must  be  produced,  unless 
they  can  be  satisfactorily  severed.   (Pickering  v.  Pickering,  25 
CD.  247.)  It  must,  however,  be  noticed  that  a  person  cannot 
be   compelled   to   produce   books   which    belong  jointly  to 
himself  and  other  persons  who  are  not  before  the  Court  (i.ee 
Murray  v.  Walter,  Cr.  &  Ph.  114) ;  but  the  doctrine  laid  down 
in  this  case  "  does  not  apply  to  cases  in  which  the  absent 
"  parties  interested  in  the  books  are  in  fact  represented  by 
"the  defendants  on   the  record,  and  have   no  interest   in 
"conflict  with  theirs  (Glyn  v.  Cauld/etld,  8  Mac.  &  G.  463) ; 
"  nor  it  is  said  to  an  action  by  a  cestui  que  trust  against  a 
"  trustee  whoischarged  with  trading  with  trust  monies  in  part- 
'•  nership  with  other  persons  not  before  the  Court  "  (Lindley. 
pp.  505-6).     We  may  note  also  that  "  the  common  order  does 
"not  entitle   the  person  in  whose  favour  it   is  made  to 
"inspect  by   a  professed    accountant    specially    appointed 
"  tor  the  purpose  ;  but  if  there  is  any  necessity  for  so  doing,  a 
"  special  order  for  inspection  by  such  a  person  will  be  made." 
(Bonnatdet  v.  Taylor,   1  J.  &  H.  383.)     "  liooks  in  use  for 
"daily  business  are  ordered  to  be  produced  at  the  place 
"  where  they  are  usually  kept  ;  and  they  will  not  be  ordered 
"  to  be  deposited  in  Court  unless  there  is  some  special  reason 
"  for  so  doing  (Mertens  v.  Haigh  Johns,  735),"  (Lindley,  506). 
We  also  note  that  accounts  kept  by  a  clerk  who  was  the 
agent    of    all    the    members    of    the    partnership,    were 
received     in     evidence     without     his     being     called     as 
a     witness.       (Brierley     v.     Cripps,     7     C.     &     1>.     709.) 
This  is  al.so  the  place  in  which  to  notice  the  fact  that 
"the  partnership  books  are  to  be  kept  at  the  place  of 
"  business  of  the  partnership  (or    the  principal    place,    if 
"  there  is  more  than  one),  and  every  partner  may,  when  he 
"  thinks  fit,  have  access  to  and  inspect  and  copy  any  of 
"them."     (Partnership    Act,    1890.   s.   24   (9).)     A  solvent 
partner  is  entitled  to  retain  the  partnership  books  when  the 
other  has  become  bankrupt.  (Ex parte  Finch,  i  Deac.  &  C.  274.) 
"  Where  a  partnership  has  expired  by  efllux  of  time,  and 
"  in  a  suit  for  an  account,  <Src.,  a  receiver  has  been  appointed 
"before  decree,    the    Court    will    not  compel   defendant 
"  (the  former  managing  partner)  to  deliver  up  to  receiver, 
"  for  the  purpose  of  making  out  bills  of  costs,  partnership 
"  books  and  accounts,  which  have  remained  in  his  hands, 
"  and  title  deeds  belonging  to  a  third  person,  which  came 
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*'  into  the  possession  of  the  co-partners  as  solicitors,  such 
"  defendant  offering  the  receiver  free  access  thereto,  and 
"  to  assist  in  making  out  such  bills."  (''  Digest  of  Knglish 
"  Case  Law,''  Vol.  lo,  cols.  494-5.  Dacie  v.  John,  13  Price, 
446.) 

With  respect  to  the  defences  to  an  action  for  an  account 
and  discovery  between  partners,  Lord  Justice  Lindley  in  his 
book  (p.  508;  deals  with  six  defences,  in  addition  to  "  the 
"  defence  on  the  ground  of  illegality,  of  fraud,  of  laches  on 
•'  the  part  of  the  plaintiff,  and  of  want  of  proper  parties  to 
"  the  action."  These  six  are:— (i)  Denial  of  partnership; 
(2)  Statute  of  Limitations ;  (3)  Account  stated ;  (4) 
Arbitrators'  award  already  given  on  the  matters  of 
difference  between  the  parties ;  (5)  Payment  and  accord  and 
satisfaction  —  i.e.,  "  payment  of  a  sum  of  money  and 
"  acceptance  of  it  in  lieu  of  all  demands  "  ;  (6)  A  release  of 
all  claims  under  seal.  A  release  can,  of  course,  be  set  aside 
on  certain  well-known  grounds,  and,  if  set  ai,.de,  it  ceases  to 
be  a  defence. 

A  judgment  for  a  partnership  account  in  its  simplest  form 
is  as  follows  :  "  Let  an  account  be  taken  of  all  partnership 
"  dealings    and    transactions     between    the    plaintiff   and 

"  defendant  as  co-partners  from  .    And  let  what, 

"  upon  taking  the  said  account,  shall  be  certified  to  be  due 
"  from  either  of  the  said  parties  to  the  other  of  them  be  within 
"  (one  month)  from  the  date  of  the  Master's  certificate,  paid  by 
"  the  party  from  whom  to  the  party  to  whom  the  same  shall 
•'be  certified  to  be  due.  Liberty  to  apply."  ('♦  Seton  on 
Decrees,"  6th  Ed.,  p.  2166.) 

The  question  of  Partnership  Accounts  is  materially 
affected  by  Sections  29  and  30  of  the  Partnership  Act,  1890. 

Section  29  provides  that "  (t)  Every  partner  must  account  to 
"  the  firm  for  any  benefit  derived  by  him  without  the  consent 
*•  of  the  other  partners  from  any  transaction  concerning  the 
*•  partnership,  or  from  any  use  by  him  of  the  partnership 
••  property  name,  or  business  conn'^xion.  (2)  This  section 
"  applies  also  to  transactions  undertaken  after  a  partnership 
"  has  been  dissolved  by  the  death  of  a  partner,  and  before 
"  the  affairs  thereof  have  been  completely  wound  up,  either 
"  by  any  surviving  partner  or  by  the  representatives  of  the 
"deceased  partner."  Section  30  provides  that  "  If  a  partner, 
•'  without  the  consent  of  the  other  partners,  carries  on  any 
"  business  of  the  same  nature  as  and  competing  with  that  of 
"  the  firm,  he  must  account  for  and  pay  over  to  the  firm 
"  all  profits  made  by  him  in  that  business."  This  does  not, 
however,  apply  to  profits  made  by  a  partner  in  a  business 
that  he  carries  on  in  breach  of  a  covenant  not  to  carry  on 
any  other  business,  but  which  is  not  in  competition  with  the 
partnership  business.     (Aas  v.Benham,  1891,  2  Ch.  244.) 

The  principles  on  which  the  accounts  of  a  trading  com- 
pany should  be  kept  and  the  profits  ascertained,  are  laid 
down  in  Lubbock  v.  British  Bank  of  South  America  (1892, 


2  Ch.  198)  and  Bolton  v.  Natal  Land  and  Colonization 
Company  (1892,  2  Ch.  124).  In  the  first  case,  a  banking 
company,  with  a  paid-up  capital  of  /50o,ooo,  sold 
part  of  its  undertaking  for  /875,ooo;  after  deducting  the 
paid-up  capital  and  other  incidental  expenses  there 
remained  a  net  balance  of  ;f  205,000.  This  sum  was  held 
to  be  profit  on  capital  and  not  part  of  the  capital  itself, 
and  might  be  carried  to  Profit  and  Loss  Account,  and,  after 
such  an  appropriation  to  the  Reserve  Fund  as  the  directors 
thought  proper,  be  distributed  as  dividends.  Mr.  Justice 
Chitty  in  this  case  dealt  at  length  with  the  general  principles 
on  which  the  accounts  of  a  trading  company  should  be  kept. 
On  these  questions  of  accounts  the  case  of  Lee  v.  Heuckntel 
Asphalte  Company  (41  CD.  i)  should  also  be  referred  to, 
and  Lindley  on  Companies,  p.  429  et  seq.  (Kd.  5),  together 
with  Lindley  on  Partnership,  p.  396,  tt  seq.  (Kd.  6). 

The  method  of  dealing  with  accounts  on  a  dissolution  of 
partnership  is  set  forth  in  Section  44  of  the  Partnership  Act, 
1890.  "  In  settling  accounts  between  the  partners  after  a 
"  dissolution  of  parti.ership,  the  following  rule?  shall,  subject 
"to  any  agreement,  be  observed  :— (a)  Losses,  including 
"  losses  and  deficiencies  of  capital,  shall  be  paid  first  out 
"of  profits,  next  out  of  capital,  and  lastly,  if  necessary,  by 
"  the  partners  individually  in  the  proportion  in  which  they 
"were  entitled  to  share  profits:  (6)  the  assets  of  the  firm 
"  including  the  sums,  if  any,  contributed  by  the  partners  to 
"  make  up  losses  or  deficiencies  of  capital,  shall  be  applied 
"in  the  following  manner  and  order: —  (i)  In  paying  the 
"debts  and  liabilities  of  the  firm  to  persons  who  are  not 
"  partners  therein  :  (2)  In  paying  to  each  partner  rateably 
"what  is  due  from  the  firm  to  him  for  advances  as  dis- 
"  tinguished  from  capital:  (3)  In  paying  to  each  partner 
"  rateably  what  is  due  from  the  firm  to  him  in  respect  of 
"  capital :  (4)  The  ultimate  residue,  if  any,  shall  be  divided 
"  among  the  partners  in  the  proportion  in  which  profits  are 
*'  divisible."    (See  Lindley  on  Partnership,  pp.  599-601  and 

The  following  form  of  judgment  exhibts  the  process 
followed  in  the  case  of  a  dissolution  caused  by  the  death  of 
a  partner.  (1)  Let  an  account  be  taken  of  all  dealings  and 
transactions  between  W.  deceased,  the  testator  in  the 
pleadings  named,  and  the  defendant,  as  bankers  and  co- 
partners; and  Let  what,  upon  taking  the  said  account,  shall 
be  found  due  fro.n  the  testator  be  answered  by  the  plaintiffs, 
as  the  executors  of  his  will,  out  of  his  assets ;  (2)  And  in 
case  the  plaintiffs  shall  not  admit  assets  of  the  testator 
come  to  their  hands  —  Account  against  them  of  his 
personalty — Settled  accounts  not  to  be  disturbed.  (Seton, 
p.  2813.) 

The  usual  accounts  of  a  deceased  partner's  personal  estate 
in  an  action  by  beneficiaries  are  ascertained  by  "an  inquiry 
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•'  what  was  the  amount  of  the  testator's  capital,  stock-in- 
"  trade,  credits,  debts,  and  liabilities  in  the  partnership  trade 
•*or  business  of,  Si.c.,  in  the  pleadings  mentioned,  on  thefoot- 
"  ing  of  the  deed  of,  &c.  An  inquiry  whether  any,  and 
"  which,  of  the  debts  due  to  the  said  partnership  at  the  date 
"  of  the  said  deed  remained  unpaid,  and  under  what  circura- 
"  stances,  and  whether  any,  and  what,  steps  ought  to  be  taken 
"  for  recovering  the  same ;  an  account  of  the  business,  and 
M  of  the  profits  and  losses  thereof,  in  ejich  year  siuce  the 
"  testator's  death  ;  an  inquiry  what  is  the  present  amount  of 
"  the  capital,  and  of  the  credits,  debts,  and  liabilities  of  the 
"  said  business,  and  bow  much  capital  has  been  derived  " 
(Seton,  p.  2200).  It  may  finally  be  noted  that  to  an  action 
by  beneficiaries  against  the  representatives  of  a  deceased 
partner  for  a  general  partnership  account,  all  the  surviving 
partners  must  be  made  parties.  (Vyse  v.  Foster,  L.R.  7  H.L., 
318.) 

Accounts  in  the  Winding-up  off  Estates. 


One  of  the  first  duties  of  an  executor  is  to  be  prepared  with 
his  accounts  of  the  estate  of  the  deceased,  and  to  neglect  this 
duty  is  a  ground  for  charging  him  with  interest.  (Pearse  v. 
Green,  i  J.  and  W.  140.)  The  accounts  must  be  kept  clear 
and  distinct,  and  if  the  executor  allows  these  accounts  to 
become  mixed  with  his  own  trading  accounts  he  cannot 
refuse  to  produce  such  account  books.  {Freeman  v.  Fatrlie, 
3  Mer.  44.)  It  must  further  be  remembered  that  a  legatee, 
though  he  has  no  right  to  a  copy  of  the  estate  accounts  at  the 
expense  of  the  estate,  has  a  right  to  inspect  such  accounts  and 
to  have  a  satisfactory  explanation  of  the  position  of  the  estace 
assets.  (Ottley  v.  Gilby,  8  Beav.  602.) 

It  would  seem  in  view  of  the  provisions  of  the  Land 
Transfer  Act,  1897  (Sections  i  (i)  and  2  (2)  and  2  (3) ),  that 
this  rule  also  applies  to  an  heir  and  devisee  of  real  estate. 
These  sections  must  be  set  out  here,  as  it  would  certainly 
appear  that  this  Act  has  cast  further  duties  as  to  accounts 
uf)on  the  personal  representatives  of  a  deceased  person  : — 

Section  i  (i)  "  Where  real  estate  is  vested  in  any  person 
without  a  right  in  any  other  person  to  take  by  survivorship 
it  shall,  on  his  death,  notwithstanding  any  testamentary 
disposition,  devolve  to  and  become  vested  in  his  personal 
representatives  or  representative  from  time  *.o  time  as  if  it 
were  a  chattel  real  vesting  in  them  or  him." 

Section  2  (2)  "  All  enactments  and  rules  of  law  relating 
to  the  effect  of  probate  or  letters  of  administration  as 
respects  chattels  real,  and  as  respects  the  dealing  with 
chattels  real  before  probate  or  administration,  and  as 
respects  the  payment  of  costs  of  administration  and  other 
matters  in  relation  to  the  administration  of  personal  estate, 


and  the  powers,  rights,  duties,  and  liabilities  of  personal 
representatives  in  respect  of  personal  estate,  shall  apply 
to  real  estate  so  far  as  the  same  are  applicable,  as  if  that 
real  estate  were  a  chattel  real  vesting  in  them  or  him,  save 
that  it  shall  not  be  lawful  for  some  or  one  only  of 
several  joint  personal  representatives,  without  the  authority 
of  the  court,  to  sell  or  transfer  real  estate." 

Section  2  (3)  "  In  the  administration  of  the  assets  of  a 
person  dying  after  the  commencement  of  this  Act,  his 
real  estate  shall  be  administered  in  the  same  manner, 
subject  to  the  same  liabilities  for  debt,  costs,  and 
expenses,  and  with  the  same  incidents,  as  if  it  were 
personal  estate  ;  provided  that  nothing  herein  contained 
shall  alter  or  affect  the  order  in  which  real  and  personal 
assets  respectively  are  now  applicable  in  or  towards  the 
payment  of  funeral  and  testamentary  expenses,  debts, 
or  legacies,  or  the  liability  of  real  estate  to  be  charged 
with  the  payment  of  legacies." 

It  is  therefore  conceived  that  until  the  real  estate  is 
vested  in  the  heir  or  devisee  the  personal  representatives 
have  the  same  duty  to  account  for  rents  and  profits  as 
in  the  case  of  leaseholds.  This  will  frequently  involve  a 
considerable  increase  of  responsibility  in  the  matter  of 
accounts  on  the  part  of  the  personal  representatives.  It 
may  be  noted  here  that  "  trustees  can,  where  they  are 
"required  to  furnish  accounts  in  respect  of  their  trust 
"  estate,  demand  to  be  paid  or  to  be  guaranteed  the  costs 
"of  doing  so  before  complying:  it  makes  no  difference  that 
"one  of  the  trustees  is  a  solicitor."  (Ke  Boiworth,  58  L.J. 
Ch.  432) ;  ("  Williams  on  Executors,"  p.  1891.)  An  executor 
"must  account  for  all  profits" which  have  accrued  in  his 
"  own  time,  either  spontaneously  or  by  his  acts,  out  of 
"the  estate  of  the  deceased."  (Williams,  p.  1744.) 
Thus  profits  may  accrue  after  the  death  of  the  testator 
by  contract,  by  remainder,  by  increase,  and  by  condition 
("  as  where  a  lease  for  years  .  .  .  was  granted  by  the 
'•  testator,  upon  condition  that  if  the  grantee  did  not  pay 
"  such  a  sum  of  money,  or  do  other  acts,  &c.,  and  this 
"  condition  is  broken  or  not  performed  after  the  testator's 
"  death,  the  chattel  will  be  brought  back  to  the  executor 
"  and  be  assets."  Williams,  p.  1522.)  Moreover,  all  profits 
derived  by  the  executor  from  his  office,  as  where  he 
abandons  it  in  favour  of  another  for  a  valuable  considera- 
tion, must  be  brought  into  account.  All  profits  derived 
from  the  carrying  on  of  the  testator's  business  or  trade 
must  be  brought  into  account.  Moreover,  "  if  a  partner 
"  in  a  trading  firm  dies,  and  if  he  constitutes  one  or  more 
"  of  his  co-partners  his  executors,  and  if  there  is  nothing 
"  special  in  the  contract  of  co-partnership,  and  if  the  assets 
"  of  the  testator  are  not  withdrawn  from  the  co-partnership 
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"but  are  left  in  it,  and  no  liquidation  is  arrived  at, 
"no  settlement  of  accounts  come  to,  it  is  a  trite  and 
"  familiar  rule  in  the  Court  of  Chancery  to  hold  that  the 
"  estate  of  that  testator  is  to  all  intents  and  purposes 
"  entitled  to  the  benefit  of  a  share  of  the  profits  which  are 
"made  in  the  trade  after  his  death."  (Lord  Cairns,  L.R. 
Vyse  V.  Foster,  7  H.L.  318.) 

The  general    principle    is    that    accrued    profits  in  the 
hands  of  an  executor  must  be  accounted  for,  while  any 
losses  due  to    the    laying    out    of    the  assets  on  private 
securities  cannot  be  recouped  out  of  the  assets.    A  Court 
of  equity  "will  compel  an  executor  or  administrator,  in 
"  the  same  manner  as  it  does  an  express  trustee,  to  dis- 
"  cover  and  set  forth  an  account  of  the  assets,  and  of  his 
"application   of  them;    and,   even   in   a  case  where  the 
"testator  directed  that  the  executor  should  not  be  com- 
"pelled   by   law    to    declare     the    amount    of   a   residue 
"bequeathed    to    him,    the     Court     directed    an    account 
"against  him.'      (Gibbons    v.    Dawley,    2    Ch.  Cas.    198; 
Williams,    1877.)      In    order    to    secure    the    assets,    the 
Chancery  Court  will,  before  probate  or  letters  of  adminis- 
tration have  been  granted,  in   exceptional  circumstances 
appoint  a  manager  or  receiver  or  both.     Moreover,  if  "  in 
"the  case  of  an  executor  or  administrator,  any  miscon- 
"  duct,   waste,   or  improper  disposition  of  the   assets  is 
"  shown,  the  Court  will  instantly  interfere  and  appoint  a 
"  receiver.  So  the  bankruptcy  of  a  sole  executor  and  trustee 
"  is  a  ground  for  such  an  appointment.     The  Court  will 
"not  appoint  a  receiver  because  the  executor  may,   and 
"probably  will,  exercise  his  right  of  retainer  to  the  pre- 
"judice  of  the  general   body  of  creditors   {Re   Wells,   45 
"  Ch.D.  569),  and  the  administration  is  not  to  be  taken 
"from    the    executor    upon    slight    grounds.     The    Court 
"has   no  jurisdiction   to  orde-r,   in   a   summary   way,    the 
"executor  of  a  deceased  receiver  to  bring  in  and  pass  his 
"  testator's  accounts,  and  pay  the  balance  to  be  found  due 
"out    of  the   assets."      (Jenkins   v.   Briunt,    7    Sim.    171; 
Williams,  1881.) 

One  executor  may  settle  an  account  with  any  person 
accoimtable  to  the  testator's  estate,  and  in  the  absence  of 
fraud  this  settlement  will  bind  the  other  (even  though  dis- 
senting) executors  (Smith  v.  Everitt,  27  Beav.  446) ;  but 
this  does  not  seem  to  be  the  case  where  the  executor  per- 
sonally gains  by  the  settlement.  (Slott  v.  Lord,  8  Jur.  N.S. 
249.)  One  of  two  executors  may  sue  the  other  for  an  account 
and  payment  of  raoiiies  owing  to  the  testator.  (Peake  v. 
Ledger,  8  Ha.  213;  "Walker's  Law  of  Executors,"  3rd 
Ed.,  pp.  166.7.)  It  is  further  pointed  out  that,  "where 
"  a  residuary  legatee  brought  an  action  to  have  executors' 


•  accounts  taken,  in  consequence  of  their  insisting  on  the 
"  correctness  of  the  accounts  rendered  by  them  in  spite  of 
•'  specific  objections  raised  to  them  by  the  legatee,  and 
"  such  objections  were  sustained,  the  Court  ordered  the 
"executors  to  pay  the  costs  of  the  action."  (Pearce  v. 
Radrlyffe,  29  W.R.  420.)  "A  residuary  legatee  who  asks 
"  an  executor  for  his  share  of  the  residue,  is  like  a  person 
"  who  brings  an  action  for  money  had  and  received  on  his 
"  account.  Being  an  executor,  the  defendant  has  a  right  to 
"  have  the  account  taken  :  otherwise  he  is  in  no  better 
"  position  than  if  he  were  only  a  defendant  to  an  action  for 
"money  had  and  received."  (Ibid  421  per  Bacon,  V.-C.) 
"Where  an  accounting  party  destroys  the  accounts  before 
"the  matters  have  been  finally  adjusted,  and,  still  more, 
"  pending  a  litigation,  the  Court  will  presume  everything 
*'  most  unfavourable  to  him  consistent  with  the  established 
"facts.''  (Gray  v.  Jlaig,  an  Beav.  219;  and  see  White  v. 
Lady  Lincoln,  8  Ves.  363;  Walker,  p.  174.) 

We  now  turn  to  the  question  of  accounts  for  probate, 
which  must  be  referred  to  here,  though  it  cannot  be  dealt 
with  fully.  Reference  should  in  cases  (rf  difficulty  be  made 
to  practice  books— such  as  "  Tristram  and  Coote's  I'robate 
i'ractice'  {13th  Kd.)  or  "Bennett's  Practitioner's  C.uide'' 
—on  the  subject. 

In  the  executor's  oath  (swearing  to  the  will)  the 
executors  pledge  themselves  to  "  exhibit  a  true  and  perfect 
"  inventory  of  the  said  estate,  and  render  a  just  and  true 
"  account  thereof  whenever  required  by  law  so  to  do." 
Where  probate  is  granted,  but  power  is  reserved  for  other 
executors  to  come  in  and  prove,  a  copy  of  the  account  of 
the  estate  identical  with  that  to  be  attached  to  the  Inland 
Revenue  affidavit  must  be  brought  in  and  annexed  to  the 
oath.  This  affidavit  varies  in  form  to  meet  the  special 
circumstances  of  the  case.  Thus,  in  cases  where  the 
deceased  died  after  ist  August  1894,  and  only  personal  pro- 
perty passes  on  the  death,  the  form  used  is  the  one  known 
as  Form  A-4.  This  form,  in  paragraph  3,  runs  as 
follows :—"  The  account  marked  'A'  hereto  annexed,  is 
"  a  true  account  of  the  particulars  and  value,  as  at  the  date 

"  of  the  deceased's  death,  so  far  as  I  have  been  able 

"to  ascertain  the  same,  of  all  the  |>ersonal  property  of 
"  the  deceased,  whether  in  possession  or  reversion,  within 
"the  I'nited  Kingdom,  exclusive  of  what  the  deceased 
"  may  have  been  possessed  of  or  entitled  to  as  a  trustee 
"and  not  beneficially,  but  including  personal  property 
"over  which  the  deceased  had  and  exercised  an  absolute 
"  power  of  appointment."  It  is  to  be  noted  that  in  pur- 
suance of  the  Finance  Act,  1894,  Section  8  (3),  executors 
must  set  forth  in  the  accounts  annexed  to  the  affidavit  all 
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the  properly  liable  to  duty,  though  they  are  only  responsible 
for    estate    duty    in    respect    of    the    personal    property 
(wherever   situate)   that    the    deceased    could   dispose   of 
at  his  death.    As  we  have  noted  above,  the  Land  Transfer 
Act,    1897,    affects   the   question    of   executors'    accounts, 
but     it     throws     no     new     responsibility     for     duty     on 
the  executors.     The    affidavits    referred    to  above  apply 
equally    in    the   case   of     a    will     or   an    intestacy.      The 
special    account    forms    issued     by     the    Inland    Revenue 
under  the  Finance  Acts,  and  known  as  forms  Ci,  C2,  C3, 
1)2,  should  be  referred  to  if  it  is  desired  to  appreciate  a 
meth«Ml  of  accounts  designed  to  secure  a  return  of  all  kinds 
of  property  liable  to  duty.     Ci   deals  with   the  property 
on  which  estate  duty  was  not  paid  on  the  Inland  Revenue 
affidavit.     {.'2  is  the  account   for  settlement  estate  duty. 
C3  is  the  account  that  deals  with  the  payment  of  estate  dutv 
and  settlement  estate  duty  by  instalments.    The  one  mercy 
vouchsafed  to  the  rich  by  Sir  William  Harcourt,  D2,  is 
what  is  ominously  known  as  a  Corrective  Account.     The 
question     of     the     carrying     in     of     residuary     accounts 
cannot  be  dealt  with  here  ;   it  is  a  special  art,  and  is  a 
peculiar  branch  of  solicitors'  work,  and  turns  rather  upon 
questions  of  arrangement  than  questions  <jf  form. 

Under  certain  circumstances  executors  may  be 
allowed  to  employ  accountants.  Thus,  in  the  case 
of  Henderson  v.  M'lver  (3  Madd.  275),  the  Vice- 
Chancellor  held  "  that  from  the  nature  of  the  accounts  the 
"  Executor  was  justified  in  employing  an  Accomptant,  and 
"  that  the  Expense  ought  to  be  allf)wed  in  his  Accounts.' 
It  must  be  remembered,  however,  that  executors  are  only 
allowed  to  charge  for  the  employment  of  an  agent  under 
♦ery  special  circumstances.  (Weiss  v.  Dill,  3  Myl. 
i^  K.  26.)  In  an  administration  action,  the  taking  of 
elaborate  accounts  requiring  the  intervention  of  an 
accountant  may  be  unavoidable.  This  class  of  action  is 
provided  for  by  Ord.  LV..  r.  3,  of  the  Rules  of  the  Supreme 
Court.  Rule  3  declares  that  "  the  executors  or  adminis- 
"trators  of  a  deceased  person  or  any  of  them,  and  the 
"  trustees  under  any  deed  or  instrument  or  any  of  them, 
"and  any  person  claiming  to  be  interested  in  the  relief 
"  sought  as  creditor,  devisee,  legatee,  next-of-kin,  or  heir 
"  at  law,  or  customary  heir  of  a  deceased  person,  or  as 
''*  cestui  que  trust  under  the  trust  of  any  deed  or  instru- 
"  ment,  or  as  claiming  by  assignment  or  otherwise  under 
"  any  such  creditor  or  other  person  as  aforesaid,  may  take 
"  out,  as  of  course,  an  originating  summons  returnable  in 
"the  Chambers  of  a  Judge  of  the  Chancery  Division 
"for  such  relief  of  the  nature  or  kind  following, 
"as  may  by  the  summons  be  specified,  and  as  the 
"  circumstances  of  the  case  may  require,  (that  is  to  say) 


"the  determination,  without  an  administration  of  the 
"  estate  or  trust,  of  any  of  the  following  questions  or 
"  matters :  — 

"(f)  The  furnishing  of  any  particular  accounts  by  the 
"  executors  or  administrators  or  trustees,  and  the 
"  vouching  (when  necessary)  of  such  accounts." 

It  was  held  in  the  case  of  Re  Darinell  (1895,  i  Ch.  474) 
that  a  beneficiary  under  a  will  expectant  on  the  death  of  a 
lenant-for-life  had  a  right  to  particulars  of  the  trust  estate, 
and  the  investment  thereof.  Under  this  order  (LV.)  Mr. 
Justice  Kekewich  has  held  that  it  is  not  necessary  under  an 
ordinary  order  for  accounts  in  an  administration  action  to 
vouch  every  item  before  the  Chief  Clerk,  as  any  items  can 
be  waived  by  the  parties  taking  the  accounts.  (In  re 
Brown;   Benson  v.  Grant,  1895,  W.N.  115  (9).) 

Finally,  two  cases  relating  to  accounts  in  administra- 
tion actions  may  here  be  referred  to.  In  the  case  of  Jones 
V.  Morgan  (1893,  i  Ch.  304),  where  a  trustee,  defendant  to 
an  administration  summons,  alleged  that  he  had 
expended  the  whole  of  the  residue  in  educating  and 
maintaining  A.,  the  residuary  legatee,  during  his  minority, 
which  expired  in  1880,  the  Court  held  that  the  residuary 
legatee's  right  to  an  account  was  barred  by  Section 
8  of  the  Trustee  Act,  1888.  This  decision  is  of  great 
importance  to  trustees.  The  second  case,  Ellis  v.  Roberts 
(1898,  2  Ch.  142),  gives  the  form  of  order  for  account  by 
trustees  entitled  to  the  protection  given  by  Section  8  ot 
the  Trustee  Act,  1888,  against  liability  to  render  accounts 
extending  beyond  six  years  from  the  commencement  ot 
the  action.  The  form  was  the  form  settled  in  the  action  ot 
II ow  V.  Earl  Winterton  (1896,  2  Ch.  626),  and  approved 
by  the  Court  of  Appeal.    It  runs  as  follows  :  — 

"  And  the  defendant  by  his  counsel  admitting  that  on 
"the  9th  August  1889"— six  years  before  the  issue  of  the 
writ—"  there  were  moneys  in  his  hands  liable  to  the  trust 
"for  accumulation  by  the  will  of  the  testatrix  directed, 
"  This  Court  doth  order  that  the  following  account  be 
"taken,  that  is  to  say,  (i.)  an  account  of  the  monies  in 
"  the  hands  of  the  defendant  on  the  9th  August  1889, 
"  liable  to  the  trusts  for  accumulation  under  the  will  of 
"  the  testatrix,  Mary  Rabett,  and  of  the  rents  and  profits 
"  of  the  testatrix's  estate  subsequently  received  by  him 
"  in  respect  of  the  said  term  of  fourteen  years ;  but  in 
"  ascertaining  the  actual  amount  of  the  monies  in  the 
"  hands  of  the  defendant  on  the  date  aforesaid,  any  pay- 
"  rnents  made  before  that  date  are  to  be  allowed  to  the 
"  defendant."  This  order  was  applied  in  the  case  of 
Ellis  V.  Roberts  in  view  of  the  decision  of  the  Court  that  the 
trustees'  account  should  be  limited  to  six  years  prior  to 
the  date  of  the  summons. 
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LIABILITY  TO  ACCOUNT  IN   SPECIFIC  CASES. 

It  will  be  convenient  briefly  to  summarise  here  the  more 
salient  rules  as  to  liability  to  account  in  specific  cases,  and 
as  to  the  enforcement  of  such  liability  in  the  event  of  non- 
compliance. 

(i)  ExKcrroRs  and  Ahministrators. 

An  executor  or  administrator  must  keep  clear  and  dis- 
tinct accounts  of  the  property  which  it  is  his  duty  to 
administer,  and  of  all  profits  which,  in  any  way,  have 
accrued  during  his  period  of  office.  Kxecutors  and 
administrators  are  charged  with  interest  f)n  the  assets  in 
their  hands  at  the  rate  of  4  per  cent.,  if  they  have  been 
negligent  in  laying  out  the  money  for  the  benefit  of  the 
estate,  or  the  profits  can  be  claimed  or  5  per  cent,  charged 
(in  certain  cases  at  compound  interest,  or  with  "  rests  " 
giving  double  compound  interest),  if  they  have  used  the 
money  or  estate  to  their  own  interest.  The  right  to  an 
account  is  enforceable  by  an  action  brought  in  the  High 
Court. 

(2)    TrISTEES   tNI>KR   WlI.I.S,    SkT  II.EMKNTS,   AND 

Trist  Deeds. 

Trustees  (including  agents  and  receivers)  must  render 
accounts  when  called  upon  to  do  so  by  beneficiaries,  and 
must  be  always  ready  to  do  so.  If  an  action  is  rendered 
necessary  by  the  neglect  to  keep  accounts,  the  trustees  will 
be  liable  in  costs,  at  any  rate  up  to  the  moment  in  the 
action  when  the  accounts  are  produced.  The  beneficiaries 
are  entitled  to  inspect  the  accounts  and  vouchers,  but  not 
to  a  copy  of  them,  at  the  expense  of  the  trust  estate. 
Trustees  must,  moreover,  account  unconditionally,  and 
not  upon  terms,  as  to  expenses  not  legally  chargeable  by 
trustees,  though  in  some  cases  they  are  entitled  to  a 
guarantee  against  the  expenses  of  rendering  accounts.  A 
disclaiming  trustee  or  executor  must  account  for  any 
money  that  may  have  come  into  his  hands.  New  trustees 
have  the  same  liability  as  the  old  trustees  (in  so  far  as 
liability  is  disclosed  by  the  trust  documents  and 
papers.  Hallows  v.  Lloyd,  39  CD.  6S6),  and  there- 
fore it  is  essential  for  a  person  about  to  be  appointed 
a  trustee  to  see  that  the  deed  of  appcintment  sets 
out  fully  all  dealings  with  the  estate  previous  to  his 
appointment,  in  order  that  his  liability  shall  in  fact  only 
run  from  his  appointment.  New  trustees  are  not,  how- 
ever, liable  to  account  with  respect  to  matters  of  which 
they  have  no  notice,  actual  or  constructive.  A  retiring 
trustee  is,  of  course,  not  liable  to  account  in  respect  of 
matters  occurring  after  his  retirement.  A  trustee  who 
acquiesces  in  the  mode  in  which  accounts  are  kept  by 
his  co-trustee,  and  allows  beneficiaries  to  believe  he  has 


sanctioned  the  mode,  is  responsible  for  the  truth  of  the 
accounts,  and,  if  the  accounts  are  false,  the  Court  can 
order  him  to  make  good  the  defalcations.  If  trustees  can 
establish  that  a  deceased  tiustec  t>  <ik  an  active  part  in 
the  trust,  an  account  may  be  ordered  against  his  personal 
representatives.  It  must  be  remembered  that  concurrence 
by  beneficiaries  in  breaches  of  trust  is  not  a  sufficient 
ground  for  a  refusal  to  account  on  the  part  of  the  trustees. 

Accounts  must  be  rendered  by  trustees  appointed  under 
the  Judicial  Trustees  Act,  1896.  (See  Seton,  pp.  1278-1282.) 

(3)  LiyuioATOR  OF  Company  Wound  ur  uv 
THE  Court. 
Such  liquidator,  under  the  Companies  Act,  1S90,  must 
account  to  the  Committee  of  Inspection.  Accounts  must 
be  kept  in  the  prescribed  form,  and  the  Cash  llook  must 
be  in  the  form  approved  by  the  Board  of  Trade.  An 
account  of  receipts  and  payments  (in  a  prescribed  form) 
must  be  sent  to  the  Board  of  Trade  at  least  twice  a  year 
(Section  20).  Such  vouchers  and  information  as  the  Board 
require  must  be  furnished,  and  the  Board  may  at  any  time 
require  the  productitni  for  inspection  of  any  books  and 
accounts  kept  by  the  liquidator.  The  Board  causes  the 
accounts  sent  to  be  audited.  The  accounts  are  also 
certified  by  the  Committee  of  Inspection,  and,  with  the 
certificate  of  audit,  are  filed  in  the  High  Court. 

A  summary  f)f  such  accounts  is  .sent  to  all  creditors 
and  contributories.  The  inspection  of  bof)ks  and  papers 
of  the  company  by  creditiirs  or  contribulcries  is  regulated 
by  .Section  i^f)  of  the  Cfimpanies  Act,  iS().«,  and  .Section 
21  of  the  Companies  Act,  1900. 

(4)    ACCOINTS    IN    BANKRfl'Tl  V. 

Until  a  trustee  in  bankruptcy  is  appointed  the  Official 
Receiver  must  keep  a  record  of»receipts  and  payments  in 
a  Cash  Book  in  the  f(  rm  directed  by  the  Board  of  Trade. 
The  trustee  must  submit  his  Record  Book  and  Cash  Book 
to  the  Committee  of  Inspection  not  less  than  once  every 
three  months,  and  the  Committee  must  as  often  audit  and 
certify  the  Cash  Book.  The  trustee  must  every  six  months 
transmit  to  the  Board  of  Trade  a  duplicate  copy  of  the 
Cnsh  Book  for  that  perir  d,  with  the  necessary  vouchers  and 
copies  of  the  certificates  of  audit  by  the  Committee  of 
Inspection.  With  the  first  accounts  he  must  also  send,  in 
the  prescribed  form,  a  summary  of  the  debtor's  statement 
of  affairs.  When  the  estate  hss  been  fully  realised  and 
distributed,  or  the  adjudication  annulled,  the  trustee  must 
;it  once  send  in  his  accounts  to  the  Board  of  Trade.  The 
accounts  sent  in  by  the  trustee  must  be  certified  and 
verified  by  him  in  the  prescribed  form.  When  the  trustee's 
account  has  been  audited,  the  Board  shall  certify  that  the 
account  has  been  duly  passed,  and  thereupon  the  duplicate 
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copy,  bearing  a  like  certificate,  shall  be  transmitted  to  the 
Registrar,  who  shall  file  the  same  with  the  proceedings  in 
bankruptcy.  Kach  copy  is  open  to  the  inspection  of  any 
creditor,  or  of  the  bankrupt,  or  of  any  person 
interested.  (Bankruptcy  Act,  1883,  Section  78  (4).) 
Where  a  receiving  order  has  been  made  against  debtors 
in  partnership,  distinct  account.-*  shall  be  kept  of  the  joint 
estate,  and  of  the  .separate  estate  or  estates,  and  no  transfer 
of  a  surplus  from  a  separate  estate  to  the  joint  estate  on 
the  ground  that  there  are  no  creditors  under  such  separate 
estate  .shall  be  made  until  notice  of  the  intention  to  make 
such  transfer  has  been  gazetted.     (Bankruptcy  Rules,  293.) 

(5)  Trustee  under  Deed  ok  Arrangement. 

Deeds  of  arrangement  must  be  registered  under  Acts  of 
1887  and  1890.    They  include — 

(a)  An  as.signment  of  property. 

{b)  A  deed  of  or  agreement  f(jr  a  composition. 

{c)  A  deed  of  inspector.ship  by  creditors,  entered  into 
for  the  purpose  of  carrying  on  or  winding  up  a 
business. 

(d)  A  letter  of  license  from  the  creditors  authorising  the 

debtor,  or  any  other  person,  to  manage,  carry  on, 
realise,  or  dispose  of  a  business,  with  a  view  to 
the  payment  of  debts. 

(e)  Any   agreement   or   instrument   entered   into   by   the 

creditors  for  the  purpose  of  carrying  on  or  winding 
up  the  debtor's  business,  or  authorising  the 
debtor,  or  any  other  person  to  manage,  carry  on^ 
realise,  or  disp>ose  of  the  debtor's  business,  with 
a  view  to  the  payment  of  debts. 

By  .Section  25  of  the  Bankruptcy  Act,  iSgf),  every  trustee 
under  any  deed  of  arrangement  shall  within  thirty  days  of 
January  1st  in  each  year  transmit  to  the  Board  of  Trade 
(or  as  they  shall  direct)  an  account  of  his  receipts  and  pay- 
ments as  such  trustee,  ia  the  prescribed  form,  and  verified 
in  the  prescribed  manner.  This  provision,  on  the  applica- 
tion of  the  Board  of  Trade,  may  be  enforced  by  the  Judge 
of  the  High  Court  to  whom  bankruptcy  business  has  been 
assigned.  The  term  "  trustee ''  includes  any  person 
appointed  to  distribute  a  composition,  or  act  in  any 
fiduciary  capacity  under  any  deed  of  arrangement.  The 
accounts  submitted  to  the  Board  of  Trade  in  pursuance  of 
this  section  shall  be  open  to  the  inspection  of  any  creditor 
on  payment  of  the  prescribed  fee.  The  method  of  keeping 
the  accounts  by  the  tru.stee,  with  forms,  is  prescribed  by 
rules  issued  under  Section  25  of  the  Bankruptcy  Act,  1890. 


(6)  A(  COUNTS  BETWEEN  MORTGAGOR  AND  MORTGAGEE. 

A  mortgagee  is  entitled  to  an  immediate  account  of  his 
principal,  interest,  and  costs,  and  to  have  a  day  fixed  for 
payment  or  foreclosure.  Until  the  legal  mortgagee  takes 
possession,  neither  the  mortgagor  remaining  in  posses- 
.sion,  nor  his  assignees  in  bankruptcy,  nor  a  person  hold- 
ing under  a  mere  voluntary  trust  for  the  mortgagor, 
need  account  to  the  mortgagee  for  the  rents  and  profits.  A 
mortgagee  in  possession  must  be  diligent  in  realising  the 
amount  due  on  the  mortgage.  He  is  liable  to  account  for 
the  rents  and  other  profits  during  his  possession  (and  in 
taking  such  an  account  the  Statute  of  Limitations  is  no 
bar),  unless  he  can  enter  into  possession  under  such  an 
agreement  with  the  mortgagor,  for  possession  at  a  fixed 
rent,  as  the  Court  will  uphold.  The  mortgagee  must 
account  to  those  who  are  interested  in  the  equity  of 
redemption,  and  he  cannot  by  any  dealing  with  the  estate 
relieve  himself  from  this  liability.  A  mortgagee  in  posses- 
sion is  liable  to  account  to  a  second  mortgagee  for  so 
much  of  the  surplus  rent  as  he  has  paid  to  the  mortgagor ; 
but  this  is  only  from  notice  given  of  the  subsequent 
mortgage.  Any  incumbrancer  can,  of  course,  ask  for 
accounts  against  the  mortgagor.  An  assignee  or  subse- 
quent incumbrancer  of  the  equity  of  redemption  stands  in 
the  position  of  the  mortgagor  in  the  matter  of  accounts. 

The  purchaser  in  good  faith  of  a  mortgage  debt  is 
entitled  to  the  entire  debt,  and  not  merely  what  he  gave 
for  it,  and  there  is  no  right  against  him  for  an  account  of 
what  he  has  paid  for  his  purchase.  So  if  the  reversioner 
in  fee  purchases  the  first  of  several  mortgages  Tor  less  than 
is  due  en  it,  he  may  hold  it  for  all  that  is  due  mi  it,  and 
the  puisne  incumbrancers  have  no  account  against  him 
(see  '•  I'isher  on  Mortgages,"  5th  Edition,  p.  826),  save 
where  the  purchaser  is  in  a  fiduciary  capacity.  An 
assignee  of  a  mortgage  is  bound  by  the  state  of  accounts 
between  mortgagee  and  mortgagor. 


In  conclusion,  I  may  say  that  the  Rules  of  the  Supreme 
Court  referred  to  at  length  above  are  intended  to  applv 
generally  to  all  cases  of  account,  whether  they  arise  in  the 
particular  classes  of  cases  with  which  I  have  dealt,  or  in 
other  clas.ses — such  as  questions  of  patents,  copyright, 
designs,  bankruptcy,  winding-up  of  companies,  or  other 
matters.  These  rules  and  orders,  and  the  statutes  and 
cases  quoted,  ccmtain  the  general  principles  of  equity 
which  the  English  Courts  apply  to  the  solution  of  the  many 
difficult  questions  of  account  that  almost  daily  arise  for 
consideration. 

J.  E.  G.  DK  MONTMORENCY. 
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ACCOUNTING. 


I- — From  the  following  Trial  Balance  prepare  Balance  Sheet  and  Trading  and  Profit  and 
Loss  Accounts,  as  on  30th  June  1902,  of  the  business  of  W.  Walker,  silversmith  and 
manufacturer : — 


Bills  Payable 

Rents  from  sub-Lettings     . . 

Incidental  ICxpenses 

Withdrawals 

Wages 

Salaries 

Travelling  Expenses 

Rent,  Rates,  and  Taxes 

Insurance 

Advertising 

Commission 

Discounts  and  Allowances  . . 

Bank  Interest  and  charges  . . 

Silverton  Bank  overdraft     . . 

Packing,  &c. 

Sales  . . 

Goods  Purchases 

Plating  and  Sundry  Expenses 

Bad  Debts 

Cash  in  Hand 

Sundry  Debtors  . . 

,,      Creditors 
Stock,  30th  June  1895 
Bills  Receivable . . 
Plant,  Machinery,  and  Tools 
Capital 


Stock  at  June  30th  1896,  £8,^^,0. 
Depreciation  of  Plant,  &c.,  5  per  cent. 


£ 
2,6oo 

190 


500 
1,650 

17.540 

3.005 

1.430 

1,850 

90 

650 

2^5 

700 

150 
350 

10,540 
7.650 

260 

105 

20,250 

9.560 
5.570 
4.250 


950 
70.395 


.300 


9.910 


£86.345 


£86.345 


2. — Prepare  Trading  and  Profit  and  Loss  Accounts  and  Balance  Sheet  from  the  following 
Trial  Balance  at  30th  June  1902  of  the  Pottery  Company,  Lim.  Nominal  Capital  ;f  10,000  in 
£10  Shares : — 

£  £ 

Subscribed  Capital  900  Shares  fully  called  . .  . .  . .  9.000 

Calls  in  arrear    . . 
Land  and  Buildings 


Machinery  and  Plant 
Loose  Tools,  &c. 
Horses,  Carts,  &c. 


aoo 

2,000 

2,500 

500 

300 


AA  2 
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2. — (continued) 


Stock-in-Trade,  30th  June  igoi  : — 

Karthenware 

CrateMOod,  Packing,  &c. 

Clay 

Coal  and  Sundries 

Profit  and  Loss  Account 

Debtors 

Creditors  ..  ., 

Packing,  &c. 

Straw,  Cratewood,  &c. 

Coal,  Coke,  &c.  . . 

v^iay  . .  •  •  , ,  , 

Wages 

Horse  and  Cart  Expenses  . . 

Carriage,  &c 

Repairing  and  Replacing  Plant 

It  .•  Loose  Tools 


Rates  and  Taxes 
Gas  and  Water  . . 
Bills  Payable      . . 

,,     Receivable 
Incidental  Kxpenses 
Bank.. 
Cash  in  hand 


Buildings 


;f  1,000 

250 

1. 000 

25" 


2,500 
3,000 


600 
300 
a.500 
6,500 
300 
500 
150 

50 
100 

50 

5« 

1,200 
200 

450 

50 


200 

1.000 

12,000 

1,000 


£24.000 


/24.000 


Stock-in-Trade  30th  June   1902   wa.*?   Earthenware,   /"Soo;    Cratewood,  &c.,  /'200;  Clay 
/"See ;  Coal,  &c.,  ;f  200. 


Write  oflF  Depreciations— Machinery  and  Plant,  5  per  cent. ;  Land  and  Buildings,  2^  per 
cent. ;  Tools,  &c.,  5  per  cent. ;  provision  for  liad  Debts  and  Discounts,  5  per  cent,  off 
Debtors. 


3.—"  A."  sells  to  "  B."  goods  to  the  value  of  /"500,  payable  by  draft  of  the  former  on  the  latter 
at  four  months'  date  from  I  he  ist  of  May. 

The  drawer  discounts  his  customer's  bill  with  the  County  Bank  at  5  per  cent,  per  annum 
on  the  ist  of  Jime.  At  mattirity  the  bill  is  dishonoured.  Give  the  entries  in  "  A.'s"  Day  Book, 
Ledger,  Bill  Book,  Cash  Book  and  Journal,  to  duly  record  the  transactions.  Give  also  the 
corresponding  entries  in  "  B.'s  books." 


4-—"  A."  is  a  merchant  who  has  transactions  with  "  B."  Give  the  entries  in  the  books  of  "  B." 
which  you  would  make  in  respect  of  the  following  transactions :— On  January  ist  1902  "A." 
draws  on  "  B  "  at  three  months  for  ^fsoo,  r.nd  discounts  the  Acceptance  with  the  London  and 
County  Bank,  Lim.,  receiving  ;{'495  in  cash,  of  which  he  hands  £2^^  los.  to  "  B."  On  31st 
March,  in  order  to  provide  funds  to  meet  this  bill,  "  B."  draws  on  "  A."  for  /550  at  three  months 
and  discounts  the  Acceptance  with  J.  &  Co..  receiving  £^^  in  cash,  of  which  he  hands  /22 
to  "A." 
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5. — Prepare  Trading  Account,  Profit  and  Loss  Account,  and  Balance  Sheet  for  the  year  ended 
31st  Dccemlxjr  1901,  from  the  following  Trial  Balance  of  the  books  of  Messrs.  John  Williamson  & 
Company,  Lim..  manufacturers : — 


Nominal  Capital,  100,000  Shares  of  £ 

Issued  Capital  (fully  piid)   . . 

Freehold  Land  and  Buildings 

Debentures 

Machinery  and  Plant 

Loose  Tools 

Stock  at  ist  January  kjoi     . . 

Material  Bought. . 

Wages 

Ofiice  Salaries  and  Travellers 

Coal  and  Coke     . . 

Rates  and  Taxes. . 

Discounts 

Blankshire  Banking  Company,  Lim. 

Sundry  Debtors  . . 

Sundry  Creditors 

Cash  in  band 

Mad  Debts 

oillCS    •  •  •  •  •  • 

Returns 

Repairs 

Interest  on  Det)entures 

Patents  (Cost)     . . 


each 


35.000 

27.000 

i.oou 

17,500 

23.750 
y.ooo 
2.500 
1.300 
430 
820 
3.500 
6,800 

«jo 
125 

1,880 

405 

800 

13.170 


70,000 
20,000 


2,070 
53.000 


;f  145.070         £145.070 


Write  off  Depreciation  on  Patents  and  Machinery  at  5  per  cent,  per  annum,  and  on  Loose 
Tools  at  i2i  per  cent,  per  annum.  Provide  5  per  cent,  on  the  Book  Debts  to  cover  Bad  Debts 
The  Stock  at  31st  December  1901  amounted  to  £it,zy>. 


6. — From  the  following  Trial    Balance  of  a  Manufacturing  Company   prepare   a 
Account,  Profit  and  Loss  Account,  and  Balance  Sheet  at  December  31st  1900:-- 


Tradiug 


£ 

s 

d 

£ 

s 

d 

Capital,  Paid  up— io,coo  Shares  at  £10  .. 

100,000 

0 

0 

Stock,  January  ist  1900 

32,400 

12 

6 

Cash  in  hand          . .                . . 

120 

6 

0 

Bank     . . 

4,208 

14 

0 

Purchases  and  Sales               . .               •  •               • 

52.365 

17 

0 

136,590 

10 

0 

Manufacturing  Charges 

".575 

0 

0 

Wages  . . 

28.555 

4 

0 

Salaries                    ..                .. 

1-525 

0 

0 

Sale  Kxpenses       ..                .. 

6,860 

0 

0 

Rates  and  Taxes    . .                . . 

222 

0 

0 

Insurance 

190 

0 

0 

General  Expenses  . . 

2,640 

10 

0 

Discount                   ..                .. 

2.473 

0 

0 

579 

0 

0 

Bad  Debts 

575 

0 

0 

Interest  and  Bank  Charges      .. 

387 

17 

6 

Land  and  Buildings 

22,300 

0 

0 

Machinery  and  Plant 

37.960 

0 

0 

Debtors  and  Creditors 

52.640 

0 

0 

20.862 

4 

6 

Patents  . . 

7.700 

0 

0 

Bad  Df bts  Reserve 

888 

0 

0 

Profit  and  Loss- Balance,  December  31st  1899 

779 

6 

6 

Reserve  Fund 

5.000 

0 

0 

£264,699 

I 

0 

i:264.699 

I 

0 

f 
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6. — (continued) 


Charge  Depreciation  on  Buildings  at  3  per  cent,  per  annum,  on  Machinery  at  6  per  cent. ; 
credit  to  Bad  Debts  Reserve  d  per  cent,  on  Sales,  ^f  136,600 ;  write  down  Patents  by  10  per  cent. ; 
carry  forward  ^90  of  Insurance ;  reserve  li  per  cent.  Discount  on  Debtors.  The  value  of  Stock 
at  December  31st  1900  is  i:22,6oo  i8s.  Charge  10  per  cent,  on  Net  Profits  as  remuneration  to 
Managing  Director,  ;f  500  as  Directors'  Fees. 


7.-From  the  following  Trial  Balance  prepare  departmental    Trading  Accounts,  General 
Profit  and  Loss  Account,  and  Balance  Sheet. 


TRIAL   BALANCE,  30th  September  1902. 


William  Blackley,  Capiul  Account 

I.  Drawings  Account 

Sundry  Debtors  . . 

Sundry  Creditors 
Business  Premises 
Furniture  and  Fittings 
Bank 
Cash 

Stock  in  Trade  31st  March  11J02— 
Department  A.      .. 

fi  B,      . .  , 

"  C      ,,  , 

Purchases — 

Department  A.      .. 

>•  B.      . .  . 

C. 
Wages,  Department  A.      .!  '. 

Sales — 

Department  A. 

II  D.         .  •  •< 

_     ,        .  "  C.  .. 

Salaries 

Trade  Expenses  . .  , , 

Rent,  Rates,  &c. 

Discounts  ..  ..  ,, 

Bad  Debts 


•  • 

«  • 

•  • 

•  ■ 

•  • 

-  •  • 

3,000 

V  • 

•  • 

•  • 

1,200 

•  • 

•  » 

■  • 

•  • 

•  • 

•  ■ 

5,000 

•  • 

•  • 

«  • 

4,000 

•  • 

•  • 

•  • 

•  • 

•  • 

•  a 

300 

•  • 

•  • 

•  • 

2,000 

•  • 

>  • 

•  • 

4.000 

•  * 

•  • 

3.000 

•  • 

•  • 

5.»oo 

•  *          « 

•  • 

4.000 

5.000 

1,000 

700 

300 

500 

200 

£ 

15.000 


3.000 
1.700 


8,000 
5.000 
7,000 


300 


^^40,000 


^40,000 


The  Stock  on  30th  September  i(j02  was  Department  A., /-i.ooo;  Department  B.,;f6,ooo; 
Department  C,  ;^2,ooo.  Provide  for  depreciation  of  Furniture,  ;fioo;  Doubtful  Debts,  Aoo; 
outstanding  Kent,  ;(i5o. 

8.— What  constitutes  Capital  Expenditure  ?  Would  you  be  justified  in  certifying  to  the 
accuracy  of  Accounts  where  such  expenditure  appeared  without  making  inquiry  into  the  real 
character  of  such  expenditure  ?    Give  your  reasons. 

9.-What  do  you  mean  by  "  Fixed  Assets  "  and  -  Floating  Assets"  in  a  Balance  Sheet  ?  Give 
two  or  three  examples.  Without  any  instructions  being  given  by  the  Articles  of  Association  of 
a  Company,  is  there  any  legal  difference  between  them  as  to  providing  a  Depreciation  Fund  for 
known  waste  prior  to  striking  a  credit  balance  of  the  Profit  and  Loss  Account  and  paying  a 
dividend  ? 
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10. — You  find  in  your  annual  audit  of  an  Invehtment  Company  that  Debentures  of  another 
Company  are  included  amongst  the  Assets  at  their  face-value,  though  purchased  at  a  discount ; 
that  such  discount  has  been  considered  as  commission  earned  and  so  credited  to  the  Profit  and 
Loss  Account,  and  included  in  a  larger  sum  carried  to  Reserve  from  the  credit  balance  of  the 
Profit  and  Loss  Account.  What  is  your  opinion  of  this  traosaclion  ?  What  does  it  suggest  ? 
If  it  does  not  meet  with  your  approval,  how  would  you  have  recorded  the  transaction  ?  What 
steps  would  you  take  to  satisfy  yourself  as  to  the  value  placed  upon  the  Debentures  so 
purchased  ? 

II. — The  following  items  are  included  in  the  Balance  Sheet  of  a  Company  under  the 
Companies  Acts,  under  the  head  of  Works  and  Plant : — 


s    d 


13.712  9  3 

1,155  0  0 

466  13  4 

1,000  0  0 

327  12  6 

832  15  II 

Wages 

Salary  of  Engineer 

Two-thirds  of  Salary  of  Secretary,  ii  years 

Half  Directors'  Fees,  li  years 

Interest  on  Bank  Loan  Account 

Law  Costs  re  Ancient  Lights 


Do  you  see  anything  objectionable,  and  if  so,  what,  in  these  items  being  treated  as  Capital 
Outlay? 

12. — Define  {a)  Capital  Expenditure,  (6)  Revenue  Expenditure,  (c)  Fixed  Assets,  {d)  Floating 
Assets.  Give  one  typical  example  of  each  in  connection  with  any  business  with  which  you  are 
acquainted. 

13. — Explain  fully  the  distinction  between  Capital  and  Revenue  in  connection  with  the 
Accounts  of  three  different  classes  of  undertakings. 

14. — Explain  the  reasons  for  any  difference  that  may  be  observable  between  the  examples 
you  select. 

15. — Are  there,  in  your  opinion,  any  circumstances  which  would  justify  the  addition  to  actual 
cost  of  any  anticipated  Profit,  in  the  case  of  partially  Manufactured  Goods,  or  of  an  uncompleted 
Engineering  Contract,  or  in  similar  cases  ? 

16. — Give  four  examples  of  assets  that  are  Fixed  Assets  in  connection  with  some  particular 
class  of  business,  but  generally  Floating  Assets. 

17. — Give  four  examples  of  assets  that  are  Floating  Assets  in  connection  with  some  particular 
class  of  business,  but  generally  Fixed  Assets. 

18. — What  is  the  proper  basis  of  valuation  for  Fixed  and  Floating  Assets  respectively  in  a 
Balance  Sheet  ? 

19. — A  Finance  Company  which  has  paid  /'go,ooo  for  six  Patents  of  equal  value,  sold  one  of 
these  Patents  during  the  first  year  of  its  existence,  and  received  as  consideration  for  the  sale  55,000 
fully-paid  Shares  of  £1  each  in  a  subsidiary  Company  formed  for  the  purpose  of  working  the 
Patent. 
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ig.— (continued) 

In  the  second  year  the  Finance  Company  sold  the  55,000  Shares  in  the  subsidiary  Company 
for  ;^3o,ooo. 

How  would  you,  as  Auditor,  expect  the  55,000  Shares  or  the  proceeds  of  them  to  be  treated 
in  the  accouuts  of  the  Finance  Company  at  the  end  of  the  first  and  second  years  respectively  ? 


2o<-Do  you  consider  that  interest  paid  on  Capital  during  the  construction  of  the  works  of  a 
Dock  or  Railway  Company  should  be  charged  to  Capital,  or  how  otherwise ;  and  what  are  the  views 
generally  held  to  be  sound  on  this  subject  ? 


21.— Explain  shortly  the  difference  between  a  system  of  Internal  Check  and  a  Professional 
Audit. 


22.— Give  six  typical  examples  of  Fraud,  of  which  only  four  involve  the  abstraction  of  actual 
money,  and  explain  shortly  what  means  you  would  suggest  to  reduce  the  risk  of  loss  under  each 
of  these  headings  to  a  minimum. 


2 J.— Give  a  list  of  the  principal  points  that  have  to  be  considered  in  devising  a  system  of 
Internal  Check,  and  show  what  particular  class  of  error  each  of  these  precautions  is  designed  to 
avoid  or  detect. 


24.— A.  Kinetreceixed  from  W.  Leaf,  of  Montreal,  550  barrels  of  fine  Flour  at  i«s.  per  barrel. 
A.  Kinet  paid  Freight,  £22 ;  Insurance,  ^■5  ;  Storage,  £6.  He  sold  joo  barrels  at  26s  ,  and  250  barrels 
at  25s.     Write  out  the  records  of  the  transactions  as  they  would  appear  in  A.   Kinet's  books. 


25.— Write  out  an  Account  Sales  to  be  furnished  to  W.  Leaf  in  respect  of  the  transactions 
stated  in  the  last  preceding  question. 

26.— Walters  &  Co.  consign  a  shipment  of  Goods  to  Roy  &  Co.,  their  agents  in  Dublin,  on  joth 
January  1901,  and  draw  upon  them  at  six  months  for  /;i,ooo.  They  discount  the  acceptance 
with  their  Bankers  on  February  15th  1901,  paying  £1^  158.  for  discounting.  On  28th 
February  1901  Roy  &  Co.  advise  that  they  have  paid  £ii  for  freight  and  landing  charges  on  the 
consignment.  On  30th  April  ic^i  Roy  &  Co.  remit  ;C50o  on  account  of  proceeds,  and  on  the 
28th  July  1901  they  intimate  that  the  Gross  Sales  have  amounted  to  i;i,340,  and  enclose  debit 
note  for  Commission  at  2i  per  cent,  on  that  amount. 

Walters  &  Co.  retire  Roy  &  Co.'s  Acceptance  at  maturity. 

Show,  by  means  of  Ledger  Accounts,  how  the  foregoing  transactions  should  be  recorded 
in  Walter  &  Co.'s  books. 
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27. — Define  an  "  Account  Current "  and  make  out  such  an  account  for  North  &  Co.,  in  respect 
of  the  following  transactions  with  East  &  Co. :  - 

1902.  Sept.  i6ih.    Goods  sold  to  K.  &  Co.,  ;^ioo,  due  October  ist. 

Oct.       1st.     Received  Cash  from  E.  &  Co.,  £'45. 

,,        2tst.    (iuods  bought  of  1£.  &  Co.,  ^^250,  due  Decemt>er  ist. 
Nov.      ist.     Paid  to  £.  &  Co.,  cash  £165. 

Dec.  ist.                   „              „        ;fi5o. 

,,  5th.  Goods  bought  of  E.  &  Co.,  ;f25o,  due  January  ist 

„  loih.                ,,                   „              i^iio,              „ 

1903.  Jan.  ist.  Paid  cash  to  E.  &  Co.,  ;f3oo. 

,,        «jth.     (ioods  sold  to  K.  &  Co.,  £80,  due  February  ist. 

The  account  to  be  made  up  to  ist  February  1903.     Interest  to  be  at  6  per  cent.,  which  may 
be  calculated  by  months  instead  of  days. 

28. — On  January  20th  1902  Henry  Brown  forwarded  to  Thos.  White  &  Co.  on  consignment  20 
chests  of  Indigo  at  £bo,  paying  ;f  10  los.  for  freight.  On  i^th  April  1902  he  receives  an  Account 
Sales,  dated  18th  March  1902,  showing  that  the  Goods  realised  £i,iSi  5s.,  and  that  the  followii.g 
expenses  had  been  incurred  : — 


Dock  Dues  and  Insurance 

Cartage 

Storage 

Del  Credere  at  i  \  per  cent. 

Commission  at  2  per  cent. 


and  enclosing  a  Bill  at  three  months  for  the  balance. 

(i)  Show  the  entries  in  Brown's  books. 

(a)  Do.  do.       White  &  Co.'s  books. 

(3)  Do.     Account  Sales. 

29. — A.  receives  on  account  of  B.  the  following : — 


January  ist 
February  ist 
March  ist 


£6  4  5 
2  10  o 
250 


i^ico 
200 

500 


He  pays  on  account  of  B.  :- 


February  ist 
April  ist 


iTso 
200 


Make  up  an  Account  Current  to  30th  June,  charging  Interest  at  5  per  cent. 


30. — On  the  ist  January  1902  a  Firm  possessed  the  following  assets: — 

Buildings                  ..  ..  ..  ..  ..  ;^3.coo 

Plant  and  Machinery  ..  ..  ..  ..  2,000 

Stock-in-trade         . .  . .  . .  . .  . .  2,000 

Book  Debts             . .  . .  . .  . .  . .  2.500 

Cash      ..                ..  ..  ..  ..  ..  500 


;flO,000 
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30. — (continued) 

The  Book  Debts  were  made  up  as  follows  :— 


A. 
B. 
C 
D. 
E. 
F. 
G. 
H. 


£300 
400 
100 
500 


900 
500 


The  Creditors  were  made  up  as  follows : — 


I. 

k 


;C2,5oo 


/1.000 
500 
aoo 
800 
500 

;f3.0oo 


The  Capital  of  the  firm  belonged  in  equal  shares  to  the  partners  X.  and  Y.     During  the 
month  of  January  the  following  transactions  occurred  : — 

•S*^"  Purchases 


A. 

B. 
C. 
D. 
E. 
F. 

•  • 

•  •                •  • 

;^IOO 

I. 

•  • 

•  • 

..     £200 

•  • 

•  •                •  • 

50 

J- 

•  • 

•  • 

700 

•  • 

•  •                •  • 

200 

K. 

•  • 

100 

•  • 

•  •                •  • 

•  •                •  • 

300 
200 

L. 
M. 

•  • 

•  • 

•  • 

•  • 

500 
200 

•  • 

•  •                •  • 

50 

G. 

•  • 

•  •                ■  •                « 

100 

H. 

•  • 

•  •                •  •                • 

300 

i^I.300 

i^i.700 

Cash  Received 

Cask  Paid 

\ 

A. 
B. 
D. 
F. 
H. 

•  • 

•  •               •  •               I 

.     /Taoo 

I. 

•  • 

■  • 

m  • 

"      ;f500 

•  • 

•  •               •  •               • 

400 

J 

•  • 

•  • 

•  • 

500 

■  • 

•  •               •  •               • 

500 

K. 

•  ■ 

•  • 

203 

•  • 

*  • 

•  •               •  •               • 

•  •               •  •               • 

200 

500 

L. 
M. 

•  • 

•  • 

•  • 

•  « 

•  • 

300 
500 

/2.000 

;f2,000 

General 

Expe 

nses 

300 
100 

X. 

•  • 

•  • 

•  • 

Y. 

•  • 

•  • 

•  • 

100 

£2.500 

hi 


You  are  required  to  record  these  transactions  in  Sold  Ledger,  Bought  Ledger,  and  General 
Ledger,  making  each  self-balancing.  Take  out  a  Trial  Balance  of  each  Ledger,  and  close  the 
books  as  on  31st  January  1902,  taking  the  Stock-in-trade  at  that  date  at  ;f3,5oo,  reserving  ^200 
for  outstanding  Trade  Expenses,  and  ;^ioo  for  possible  loss  on  Doubtful  Debts.  Provide  for 
Depreciation  of  Plant  and  Machinery  at  12  per  cent,  per  annum. 

31.— State  shortly  how  each  Ledger  in  a  set  of  books  may  be  balanced  separately,  when  no 
special  provision  had  been  made  for  that  purpose  when  the  system  of  accounts  was  originally 
designed. 


32.— In  the  Trial  Balance  of  a  merchant's  books,  which  are  so  arranged  that  the  Bought  and 
Sold  Ledgers  can  be  balanced  separately,  the  debits  exceed  the  credits  by  the  sum  of  £2  3s.  6d. 
What  would  you  suggest  as  the  most  likely  explanation  of  the  difference,  and  what  steps  would 
you  take  to  find  it  ? 

33._Does  the  fact  that  books  are  balanced  indicate  their  absolute  correctness  ?  Give  your 
views  on  the  following  items : — 


Debit  Balances — 

E.  White,  Cash  in  full 

P.  Bull,  Remittance    ..  ..  •• 

Credit  Balances — 
O.  Brown,  Cash 
Great  Western  Railway,  Freight  overcharged 


£  s  d 

74  o  o 

63  o  o 

91  3  6 

24  10  o 


£ 

s 

d 

3.850 

0 

0 

6,970 

0 

0 

54 

0 

0 

2.790 

0 

0 

570 

0 

0 

2,760 

0 

0 

970 

0 

0 

340 

0 

0 

260 

0 

0 

34.— From  books  kept  by  Single-entry  you  extract  the  following  as  at  30th  June  1901  :— 


Capital  ..  ..  ••  ••  ••  ••  •• 

Due  from  Customers  ..  ..  ..  •• 

Cash  in  hand    ..  ..  .•  ••  ••  ••  •• 

Stocks  (as  per  Stock  Sheets)  . .  . . 

Fixtures,  Fittings,  and  Utensils  ..  ..  .* 

Creditors  ..  ••  ••  ••  ••  •• 

Bank  Overdraft  . .  . .  • .  • « 

Hills  Payable  ..  ..  ••  ••  ••  .. 

Goods  supplied  to  Private  Residence  . .  .  • 

The  amount  of  the  Capital  above-mentioned  you  find  to  be  the  balance  after  the  sums  of 
;f  300  for  Drawings  and  ;("25o  for  Salary  have  been  debited. 

Prepare  an  Account  showing  the  Profit  earned  during  the  year  ended  30th  June  1901. 

35.— On  the  ist  of  October  1902,  A.,  a  merchant  carrying  on  business  in  Glasgow,  consigns  to 
his  agent  in  New  York  1,000  tons  of  Iron,  which  he  invoices  pro  forma  at  50s.  per  ton.  On  the 
1st  of  December  he  receives  from  the  consignees,  B.  &  Co.,  an  Account  Sales,  showing  that  200 
tons  have  been  sold  at  14  dols.,  250  tons  at  14.20  dols.,  150  tons  at  14.25  dols.,  and  400  tons  at 
14.50  dols.  B.  &  Co.  deduct  their  Commission  of  2  per  cent.,  and  remit  a  three  months'  bill  in 
dols.  for  the  balance.  Show  the  necessary  entries  in  A.'s  books,  assuming  that  the  cost  of 
freight,  &c.,  amounted  to  jf  150.  For  facility  of  calculation  it  may  be  assumed  that  the  average 
value  of  the  dollar  is  4s.  2d.,  but  that  on  the  date  the  bill  was  paid  the  rate  of  exchange  was 
5  dols.  to  the  £. 

36. — Taking  the  facts  as  stated  in  the  previous  question,  show  the  entries  necessar>'  to  record 
the  transactions  in  B.  &  Co.'s  Ledger,  assuming  that  the  Goods  consigned  were  sold  to  four 
different  customers  and  paid  for  by  them  in  cash  at  one  mpnth. 

37.— Explain  how  the  books  of  a  Branch  busin€  ss  may  be  kept  independently  of  the  Head  Office 
books,  and  yet  in  such  a  manner  that  ihe  records  may  at  any  convenient  time  be  included  in  the 
Head  Office  books.  Illustrate  your  answer  with  a  pro  forma  Trial  Balance  of  a  Branch,  and 
show  the  Journal  entries  necessary  to  close  the  books  both  of  the  Branch  and  Head  Office. 
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38.— A  manufacturer  carrying  on  a  business  divided  into  departments  receives  an  order  for 
Goods  which  have  to  be  supphed  in  part  from  ditTerent  departments.  What  entries  and  office  work 
would  be  involved  in  respect  of  such  order  from  the  moment  of  its  receipt  to  the  debiting  of  the 
Customers'  Account  in  the  Ledger  ? 

39.— A  South  Wales  provision  merchant  has  several  Branches  which  are  supplied  from  the 
Head  Office.  Each  Branch  has  its  own  Sales  Ledger,  and  hands  over  the  total  amoiml  of  the  cash 
received  to  the  Head  Office  every  day.  In  the  invoices  for  the  Goods  supplied  by  the  Head 
Office  to  the  Branches,  ^5  per  cent,  is  added  to  the  cost.  All  expenses  are  paid  from  the  Head 
Office. 

From  the  following  particulars  of  the  transactions  of  the  Branches,  raise  the  Ledger 
Accounts  iu  the  Head  Ofhce  books,  and  prepare  an  Account  showing  the  Gross  Profit:— 


Crfx>ds  received  from  Head  Office  . 
Toial  Sales  . .  . . 

Cash  Sales     . . 

.,     Received  on  Ledger  Accounts 
Debtors  at  commencement 

Close 
Stock  at  commencement  . 

Close 


CardiM 

i^S.ooo 

3,200 

2.750 
2,250 

'.555 

1.755 

750 

l.obo 


Newport 

i^4.5t>o 
4.300 
2.250 
i.«50 
i.W>5 

l.W'5 
650 
(jbo 


Bridicciul 
jf  3.500 
3,100 
1,650 

1.250 

».350 

1.550 

450 

700 


40.— On  December  31st  lyoo  the  books  of  the  X.  Branch  of  Evans  &  Co.,  Oil   Merchants, 
contain  the  following  balances : — 


Book  Debts    . . 
Cash  in  hand  . . 
Head  Office  Account 
Office  Kxpenses 
Oil  Account    . . 
Tank  Cars,  Horses,  &c. 


£  B  d 

3,530  o  o 

50  o  o 

780  o  o 

260  o  o 

jf4.620  O  O 


£  *  d 

3.750  o  o 

870  O  O 

/4,620  o  o 


The  stock  of  Oil  at  the  Branch  amounted  to  ;f  673. 


Draft  the  necessary  Journal  entries  to  close  the  Branch  books,  and  also  the  entries  to  be 
made  in  the  books  at  the  Head  Office  to  incorporate  the  above. 

41.— A  Limited  Company  has  a  branch  establishment  at  Brighton.    On  31st  December  irjoi 
the  following  Trial  Balance  of  the  Branch  books  is  forwarded  to  the  Head  Office  :— 


TRIAL  BALANCE,  31st  December  1901. 


Head  Office. . 
Remittances 
Sold  Ledger. . 
Bought  Ledger 
Stock,  1st  January  1901 
Purchases    . . 

Rent 

Salaries 

Trade  Expenses 

Bank 


1.200 
1.500 

2,000 

6,500 

400 
600 
500 
400 

/13.100 


£ 
2,400 


500 


10,200 


i^U.ioo 
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41. — (continued) 

The  Stock  in  hand  on  31st  December  1901  was  ^'1,700.  You  are  required  to  incorporate 
those  transactions  in  the  Head  Office  books,  showing  Branch  Account  and  Branch  Trading  and 
Profit  and  Loss  Accounts  in  the  Head  Office  Ledger :  also  Branch  Balance  Sheet. 


42. — 


TRIAL  BALANCE,  31st  December  1903. 


Rs. 

Rs. 

Head  Office.. 

•  • 

•  • 

•  • 

•  • 

•  • 

84,000 

Premises 

•  * 

•  • 

•  • 

•  • 

50,000 

Fixtures 

•  • 

■  • 

•  • 

•  • 

2,500 

Slock 

•  • 

•  • 

•  • 

•  • 

25,000 

Debtors 

•  • 

•  • 

•  • 

•  • 

75.000 

Bills  Receivable 

. . 

. « 

•  • 

•  • 

•  • 

5.000 

Cash 

•  • 

•  • 

• . 

•  • 

•  • 

12,500 

Creditors     . . 

•  • 

•  • 

•  • 

Go,noo 

Remittance  Account 

•  • 

•  • 

•  • 

•  • 

•  • 

50,000 

Rent 

, , 

•  • 

.  • 

•  • 

•  • 

2,000 

Bad  Debts    .  • 

•  • 

•  • 

•  • 

•  • 

•  • 

5.000 

5>alaries 

• . 

• « 

•  • 

•  • 

•  • 

12,000 

General  Expenses 

•  • 

« • 

•  • 

•  • 

10,000 

Discounts 

•  ■ 

•  • 

•  • 

•  • 

•  • 

5.000 

Sales 

•  • 

•  • 

•  9 

•  • 

•  • 

300,000 

Purchases     . . 

•  • 

•  • 

•  • 

■  • 

•  • 

200,000 

449,000 

449.000 

Stock  on  December  31st  1903,  20,000  Rs. 

Depreciation  of  Premises  at  5  per  cent. 

Taking  the  alx>ve  Trial  Balance  you  are  required  — 

(^0  To  close  the  Branch  books  and  compile  the  usual  Balance  Sheet,  Trading  and  Profit  and 
Loss  Accounts  in  rupees. 

{b)  To  incorporate  the  Branch  Trial  Balance  in  the  Head  Office  books,  and  close  the  latter. 
the  Head  Office  Trial  Balance  being  as  follows  : — 


TRIAL  BALANCE,  31st  Decemt)er  1902. 


Capital 

Branch  Account 

Remittance  Account     . . 

Debentures  . . 

Cash  . .  . . 

Office  Expenses 

Profit  and  Loss  Account 


Average  Rate  of  Exchange 
Rate  31st  December  1901 
n  «        1902 


£ 

6,100 


3.900 

i,aoo 


/^i  1,000 


5.000 

3.300 
2.500 


200 


i^i  1.000 


s  d 

I  4 

I  3i 

1  4i 


(f)  To  show  the  Balance  Sheet  and  Profit  and  Loss  Accounts  in  the  Head  Office  books, 
assuming  that  the  rupee  is  to  be  converted  at  the  uniform  rate  of  is.  4d.  for  all  Personal  and 
Nominal  Accounts. 

43. — Explain  what  differences  (if  any)  are  necessary  in  the  treatment  of  Branch  Accoimts 
with  the  Head  Office  situated  abroad,  and  the  Branch  Office  in  this  coimtrj-. 


366 


ADVANCED    ACCOUNTING. 


44.-Explain  shortly  what  you  mean  by  the  exchange  value  of  a  foreign  currency,  and  why 
It  vanes  from  time  to  time. 

45.-State  how  you  would  deal  with  a  foreign  currency  when  recording  Consignment  trans- 
actions (a)  m  the  books  of  the  Consignor,  (b)  in  the  books  of  the  Consignee. 

46.-Illustrate,  by  means  of  a  short  example,  how  you  would  record  in  the  books  of  an 
English  house  the  purchase  of  Goods  from  abroad  in  a  foreign  currency,  and  their  subsequent 
payment  in  sterling. 

47.-Illustrate  how  you  would  record,  in  the  books  of  an  English  house,  the  sale  of  Goods  to 
customers  abroad,  and  the  payment  for  such  Goods  by  them  in  a  foreign  currency. 

48.-What.  in  your  opinion,  would  be  the  best  method  of  dealing  with  Profit  or  Loss  on 
exchange  m  the  case  of  a  London  Company  having  its  trading  centre  in  South  America  ? 
Illustrate  your  method,  and  state  whether  it  would  apply  alike  to  Capital  and  Revenue  items. 

49.-State  briefly  the  general  principles  governing  the  question  of  Foreign  Exchanges  in 
Accounts. 
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including  the  equal  division  of  profit  and  loss,  and  the  balance  carried  to  a  general  account. 
Five  per  cent,  per  annum  on  all  cash  received  or  paid. 


J.  L.    buys  Locomotive  for  ;f5oo. 
,,       pays  cost  of  Transit,  i^io. 

W.  D.    „     Rent  for  same,  £1  6s.  8d. 
,,         „     Insurance,  los. 

,,      Repairs,  ;fio. 
,,       sells  Locomotive  for  ^^560. 

,,       buys  5tK)  tons  Rails  at  £3  per  ton. 
J.  L.     pays  Freight  and  Landing  Charges,  £2$. 

„     Rent,  £2  5S. 

W.  D.  sells  same  at  £3  5s.  per  ton. 
J.  L.    buys  two  Cranes,  £50  each. 
„       sells  same  for  ;f  108. 


Show  how  affairs  stand  on  October  ist. 

55. — A.,  B.,  and  C.  agree  to  purchase  a  business  in  New  York  and  carry  it  on  for  a  stated 
period.  A.  invested  4,000  dollars,  B.  25,000  dollars,  and  C.  20,000  dollars.  The  Partnership 
Agreement  provided  that  they  should  share  profits  and  losses  in  the  proportion  of  A.  5,  B.  3, 
C.  I.    At  the  end  of  the  term  the  Balance  Sheet  was  as  follows: — 


Jan. 

I. 

It 

12. 

Mar. 

16 

It 

18. 

June 

I. 

If 

30. 

July 

2. 

II 

30. 

Aug. 

30. 

Sept. 

I. 

II 

6. 

II 

12. 

(a)  An  English  Company  carrying  on  a  general  trading  business  in  India. 

(b)  An  English  Company  owning  a  Railway  in  India. 

(c)  An  Anglo-Indian  Bank. 

Confine  your  answer  to  the  effect  that  the  variation  in  exchange  should  have  on  the 
published  Accounts. 

5i.-Explain  shortly  what  you  Hnderstand  by  the  Tabular  System  of  nookkecpine  and 
show  by  means  ot fro/or^  rulings,  the  application  of  this  system  (.)  to  a  Ledger,  (i)  to  a'book 
of  first  entry,  »    '  r  /       «  "v/w» 


Creditors- 
Trade  Accounts 
Loan 

Partners'  Capital — 

Ky»  •  •  •  •  • 

wt  •  •  •  •  • 


Liabilities. 


$47,500.00 
30,000.00 
10,000.00 


$69,000.00 
16,000.00 


87,500.00 
$172,500.00 


Assets. 

Cash $500.00 

Debts  Receivable     . .        68.000.00 

Stock  of  Goods,  as  per  Inventory           . .  47,000.00 

Machinery  and  Plant          35,000.00 

Shares  and  lk>nds,  at  market  price        . .  22,000.00 


1 1 72.500  00 


The  business  was  sold  and  the  Assets  realised  140,000  dollars  gross.  The  Costs  and  Expenses 
of  the  sale  amounted  to  5,000  dollars.  Show  the  final  accounts  of  the  Partners,  and  convert  the 
balance  of  each  account  into  sterling,  the  rate  of  exchange  being  4.80. 


52.-For  what  purposes  does  a  Manufacturer  require  to  keep  a  Stores  Account  ?    Describe  a 
simple  system  upon  which  such  Accounts  may  be  kept. 

53.— How  may  a  Trader  approximately  arrive  at  his  Net  Profit  without  taking  Stock  ? 

54.-J.  L.  and  W.  D.  enter  into  what  may  be  termed  a  Limited  Partnership  for  the  purpose  of 
buymg  at  sales  any  railway  rolling  stock  or  machinery  which  could  be  obtained  at  a  price  cheap 
enough  for  a  speculation,  and  sharing  the  risk-this  being  quite  apart  from  their  own  proper 
busmesses,  in  which  they  have  no  connection  with  each  other.  Sometimes  one  buys  sometimes 
the  other,  but  Disbursements  and  Sales  are  made  indifferently,  including  the  receipt  of  money  on 
account  of  the  Sales.  There  is  no  joint  fund  or  bank  account,  and  each  works  the  individual 
transaction  through  his  own  business.  The  following  transactions  are  recorded,  and  you  are 
required  to  raise  accounts  for  both  parties,  and  show  the  completion  and  agreement  of  same 


56. — P.,  Q.,  and  R.  have  dissolved  partnership,  and,  after  realising  all  their  assets,  they  find 
that  they  have  for  division  the  sum  of  ;f  12,000.  The  Capital  Accounts  of  the  respective  Partners  at 
the  dissolution  were  in  credit,  P.  ;f4,ooo,  Q.  ;f3,ooo,  R.  /■2,ooo.  P.  has  advanced  to  the  firm 
/"500  apart  from  his  Capital,  and  this  had  not  been  discharged.  The  Trade  Creditors  amount 
*o  ;f  5>5oO'  The  Articles  of  Partnership  provide  that  profits  and  losses  shall  be  shared  equally 
by  the  Partners.    Show  how  the  ;f  12,000  should  be  distributed. 

57. — A.,  B.,  and  C.  were  Partners,  and  advanced  the  following  Capital : — A.  ^■4,000,  B.  ;f3,ooo, 
C,  ;f  2,000.  Profits  and  losses  were  to  be  borne  equally.  At  the  end  of  the  first  twelve  months 
each  Partner  had  drawn  ;f5oo.  The  Assets  were  then  disposed  of  for  ;f  1,500,  the  purchaser 
discharging  all  the  liabilities  of  the  firm.  How  should  this  sum  be  apportioned  among  the 
Partqers,  and  would  any  Partner  or  Partners  have  to  advance  any  further  sum  ?  If  so,  state 
which  Partner  and  how  much,  and  prepare  the  necessary  accounts  showing  the  results. 
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5H.-On  the  ist  July  T902  A.  took  B.  into  partnership.    A.  had  the  following  assets  :- 


63. — On   the   31st    December    iQfja   the   Assets   of   Arthur  Jones  appear  in   his  books  as 
follows : — 


Leasehold  Premises 
Slock  ia  Trade 
Book  Debts . . 
Cash  at  Bank 


«  • 
•  a 


«  • 


/500 
800 
700 
100 


His  liabilities  (including  ^^200  on  Hills  Payable)  amounted  in  all  to  /-Soo.  B.  brings  in  £1  500  in 
cash  and  it  is  agreed  that  ;f50o  of  this  shall  be  credited  to  A.  as  representing  the  price  to  be 
paid  by  B.  for  a  half-share  of  Profits. 

Open  the  books  of  the  new  Firm  by  means  of  Journal  entries,  and  show  the  Balance  Sheet 
at  the  commencement  of  the  Partnership. 

59.— The  London  Engineering  Company.  Lim.,  acquires  on  April   ist   1903,  from  William 
Brown,  the  following  property  : — 


Stock  in  Trade 
Machinery   . . 
Freehold  Buildings 
Goodwill 


Payment  is  made  on  the  same  day  as  follows  :— 


Cash 

Debentures 
Preference  Shares 
Ordinary  Shares 


•  •     £10,000 

. .  20,000 

47.500 
22,500 

/ 1 00,000 


/20.000 
50,000 
10.000 

20.0CO 
/lOO.OO 


Freehold  Premises 

/■z.ooo 

Goodwill 

1,500 

Plant,  Fixtures,  Ac. 

750 

P>ills  Receivable 

550 

Stock-in-Trade 

2.500 

Book  Debts 

•     .. 

2,000 

Cash  at  Bank 

700 

His  Creditors  amount  to  ;f  1,500.  Jones  decides  to  convert  his  business  into  a  small 
Limited  Company,  with  a  nominal  Capital  of  ;f  12,000,  divided  into  12,000  Shares  of  £1  each,  of 
which  he  agrees  to  accept  10,000  Shares,  issued  as  fully-paid,  as  purchase  consideration  for  his 
business,  the  Company  taking  over  his  liabilities.  The  remaining  2,000  Shares  are  issued  to 
friends  of  Jones  for  cash,  payable  5s.  on  Application,  5s.  on  Allotment,  and  the  balance  one 
month  after  Allotment.  The  purchase  is  completed,  and  the  allotment  takes  place  on  the  8th 
January  1903. 

Show  the  opening  entries  in  the  Journal  of  the  new  Company. 

64. — A  Company  offers  for  subscription  100,000  Ordinary  Shares  and  100,000  5  per  cent. 
Preference  Shares  of  £1  each,  payable  2s.  6d.  on  Application,  2s.  6d.  on  Allotment,  5s.  one 
month  after  Allolment,  and  the  balance  as  and  when  required.  Explain  how  you  would  deal 
with  the  various  applications  that  are  received,  and  what  records  you  would  keep  of  the 
transactions  between  the  Company  and  each  separate  applicant  up  to  the  time  of  opening  the 
Share  Ledger.     Give  pro  formii  rulings  of  any  special  books  that  would  be  required. 

65. — The  following  is  the  Trial  Balance  of  the  London  Manufacturing  Company,  Lim.,  for 
the  half-year  ended  31st  March  last : — 


Yon  are  required  to  explain  how  the  above  arrangement  may  be  carried  into  effect,  and 
what  entries  should  be  made  in  the  books  of  the  Company  ? 

6o.-If  a  Company  incorporated  on  ist  May  buys  a  business  on  1st  May  as  from  ist  Januarj- 
-I...,  the  Company  gets  the  Profits  for  a  whole  year  up  to  31st  December-how  would  you 
apportion  the  Profits  ? 

61.-A  Company  is  about  to  apply  for  leave  to  reduce  its  Capital  so  as  to  wipe  off  past  losses 
The  Directors  suggest  that  a  further  sum  should  at  the  same  time  l>e  written  off  its  Plant  and 
Machinerj',  so  as  to  anticipate  and  provide  for  ordinary  Depreciation,  and  thus  for  some  years 
save  this  charge  on  Profit  and  Loss.     Is  this  proposal  sound  ?     State  reasons  for  your  opinion. 

,.  ,^;~^  Liniited  Company,  registered  on  the  31st  March  1900,  takes  over  the  Assets  and 
Liabilities  of  a  trading  concern  as  on  the  ist  January  1900.  The  Profits  for  the  six  months 
ended  on  the  30th  June  1900  amounted  to  ;f5,ooo.  How  would  you  deal  with  this  sum  in  closing 
the  books  of  the  Company  on  the  30th  June  1900  ?  State  whether  you  consider  it  available  for 
distnbution  as  dividend  on  the  Shares,  and  give  your  reasons. 


TRIAL    BALANCF,    31st  March  1903. 


Capital  Account 

Rent 

Trade  Creditors 

Bills  Payable 

Stock,  ist  October  1902 

Plant  and  Machinery 

Reserve  for  Bad  Debts 

Trade  Debtors 

Bills  Receivable 

Cash  in  hand 

Cash  at  Bank 

Carriage 

Travellers'  Commission 

General  Expenses  . . 

Rates  and  Taxes     . . 

Sales 

Purchases 

Discounts 

Wages     . . 

Bad  Debts 

Salaries 

Transfer  Fees 

Travelling  Expenses 

Business  Premises  . . 


Dr. 

Cr. 

•  • 

m 

/25.000 

•  • 

£250 

•  • 

4,800 

•  • 

2CO 

•  • 

7.500 

•  • 

1,200 

•  • 

25 

•  • 

10,500 

«  • 

300 

«  • 

20 

•  • 

1,650 

•  • 

250 

•  • 

150 

«  * 

175 

•  • 

240 

•  • 

30.000 

*  • 

20.500 

•  • 

775 

500 

•  • 

6,150 

•  • 

50 

•  • 

850 

•  • 

•  • 

50 

*5 

•  » 

10,000 

jf 60,610 

£6oMo 

BB 
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The  Nominal  Capital  of  the  Company  is  /"so.ooo,  divided  into  Shares  of  £1  each,  of 
which  25,000  Shares  have  been  issued  and  fully  paid.  You  are  required  to  prepare  Balance 
Sheet,  Tradinp^  Account,  and  Profit  and  Loss  Account,  makinj;  first  the  following  adjustments: — 
Provide  for  Depreciation  of  Plant  and  Machinery  at  10  per  cent,  per  annum,  for  Depreciation 
of  Business  Premises  at  2j  per  cent,  per  annum  ;  add  £2^  to  Reserve  for  Doubtful  Debts. 
The  Stock  on  hand  at  31st  March  last  was  ;{'8,ioo. 

66. — The  Nomhial  Capital  of  theX.  Y.  Z.  Company,  Lim.,  is  /"aso.ooo,  divided  into  250,000 
Shares  of  £j  each.  Of  these  200,000  Shares  have  been  issued  at  a  premium  of  2s.  6d.  per 
Share.  15s.  per  Share  has  been  called  up,  and  the  sum  actually  received  from  Shareholders 
(irrespective  of  premiums)  amounts  to  £149,950.  100  Shares  have,  however,  been  forfeited  for 
non-payment  of  Calls  after  5s.  per  Share  had  been  received  thereon.  State  how  the  Capital 
Account  of  the  Company  should  be  shown  on  its  Balance  Sheet. 

67. — On  the  31st  December  1900  the  Accounts  of  a  Limited  Company  showed  a  credit  balance 
on  Profit  and  Loss  Account  of  /"s.soo.  It  was  decided  not  to  declare  any  dividend,  but  to 
apply  these  profits  in  the  redemption  of  an  issue  of  /"s.ooo  worth  of  Debentures,  which  the 
Company  was  then  empowered  to  pay  oft"  at  105. 

You  are  required  to  show  the  Ledger  Accounts  affected  by  the  carrying  through  of  this 
transaction. 

68. — A  Company  purchased  a  business  as  a  going  concern  on  January  ist  1900,  with  a 
right  to  the  Profits  from  Octol)er  1st  1H99. 


Its  Capital  is: — 


5  per  cent.  Preference  Shares 

6  per  cent.  Preference  Shares 
Ordinary  Shares 


;f  50,000 
50,000 
24,800 


The  year's    Profits  to   September  30th    1900  are   found   to  have    l)een    ;f 7,664.      What 
appropriation  of  such  Profits  would  you  consider  to  l>e  correct  ? 

69. — How    should   money  received   in   respect  of  Shares  which  have  l>een  forfeited  and 
re-issued  be  treated  in  the  Accounts  of  a  Company  ? 

70. — A  Limited  Company  was  formed  to  take  over  the  business  of  a  private  Firm  which  bad 
Assets  amounting  to  ;{"640,ooo,  represented  as  follows : — 

Land,  Buildings,  and  Piant 
Materials  and  Stores 
Works  in  Progress    . . 
Book  Debts 
Cash  in  Bank 
Cash  in  hand 

Less  Trade  Creditors 


The  purchase  price  is  ;f  800,000,  payable  ^f  200,000  in  fully-paid  Preference  Shares,  £100,000 
in  fully-paid  Ordinary  Shares,  £200,000  in  Delientures,  and  the  balance  in  cash. 


£420.000 

23.500 

132.000 

90,000 

26,500 

500 

692,500 

•  • 

52.500 

£640.000 

The  Share  Capital  of  the  Company  was  300,000  Preference  Shares  of  £1  each,  200,000 
Ordinary  Shares  of  £1  each,  and  the  Debenture  Capital  £300,000  4  per  cent,  redeemable  Stock 
the  Share  Capital  other  than  that  issued  in  payment  of  purchase-money  is  payable  2s.  per  Share 
on  Application,  8s.  per  Share  on  Allotment,  los.  per  Share  six  weeks  after  allotment,  and  the 
Debenture  Stock,  other  than  that  issued  in  payment  of  purchase-money,  10  per  cent,  on 
Application,  50  per  cent,  on  Allotment,  and  the  balance  six  weeks  after  allotment. 

Make  the  necessary  entries  in  the  Company's  books. 

71.— The  London  Engineering  Company,  Lim..  invite  subscriptions  for  40,000  Preference 
Shares,  being  part  of  an  issue  of  50,000  such  Shares  of  £1  each.  The  Subscription  List  closed  on 
25th  March,  when  it  was  found  that  the  following  applications  had  been  received,  and  the  deposit 
of  2s.  6d.  per  Share  thereon  paid  to  the  Company's  bankers  :— 

Shares. 


A. 
& 
C. 
D. 
E. 
F. 
G. 


On  the  ist  April  the  Board  allotted  Shares  as  follows  :— 


A. 
B. 
C 
E. 
P. 
O. 


5.000 

10,000 

5.000 

2,000 
10,000 
10,000 
10,000 


5,000 
10,000 

5,000 
10,000 

5.000 

5.000 


and  intimated  that  a  further  7s.  6d.  per  Share  was  payable  on  allotment. 

You  are  required  to  show  how  the  above  would  appear  in  the  Applications  and  Allotments 
Book,  and  to  explain  what  entries  would  be  necessary  in  the  financial  books  of  the  Company  up 
to  the  point  of  sending  out  Allotment  Letters  and  Letters  of  Regret. 

72-— In  the  case  of  a  Company  which  has  issued  Preference  Shares  carrying  a  cumulative 
dividend  of  6  per  cent.,  but  which  has  not  made  any  Profits  for  some  years,  how  would  you  de.al 
(if  at  all)  with  the  arrears  in  a  Balance  Sheet  of  the  Company  ? 

73' — Journalise  the  following  transactions  of  a  Limited  Company. 

The  Company  was  registered  on  the  ist  January  1902,  with  a  Nominal  Capital  of  £40,000, 
divided  into  40,000  Shares  of  £1  each,  of  which  20,000  were  issued  as  fully-paid  to  the  Vendor  as 
part  of  the  purchase  consideration,  10,000  offered  for  subscription  to  provide  Working  Capital, 
58.  per  Share  payable  on  Application,  5s.  per  Share  on  Allotment,  and  the  remainder  in  two  Calls 
of  5s.  each.  10,000  Shares  to  be  held  in  reserve  for  future  issue.  The  Vendor  also  received 
£5,000  in  5  per  cent.  Debentures,  the  balance  of  the  purchase  consideration. 


1902 

January      5. 

6. 

..  10. 

February  10. 


March 


24. 
26. 

10. 
24. 


Applications,  accompanied  by  5s.  per  Share,  were  received  for  5,000  Shares. 

Allotment  made  of  5  000  Shares. 

Amount  due  on  Allotment  of  5,000  Shares  received. 

First  Call  of  5s.  per  Share,  made  payable  24th  inst. 

20,000  fully-paid  Shares  allotted  to  Vendor. 

5  per  cent.  Debentures  issued  to  Vendor  for  £5,000.  balance  of  purchase-money. 

Received  on  Account  of  First  Call,  £625. 

Received  Balance  of  First  Call.  £625. 

Second  and  Final  Call  of  5s.  per  Share  made,  payable  on  24th  inst. 

Received  on  Account  of  Second  and  Final  Call.  £1,000. 


BB   2 
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74.— A  private  business,  as  carried  on  by  John  Smith,  is  converted  on  1st  January  1903  into  a 
Limited  Company  under  the  title  of  "  Smiths,  Lim.,"  on  the  followinj^'  terms :— The  Company 
takes  over  the  Cash  and  Hills  in  hand,  but  collects  the  Book  Debts  and  discharges  the  Liabilities 
on  behalf  of  the  eld  firm  ;  it  also  purchases  the  Stock  for  ^("1,500,  the  Plant  for  /^j.ooo,  and  the 
Goodwill  for  ;("5,ooo. 

The  purchase-money  is  payable  as  to  /"s.ooo  in  5  per  cent.  Debentures,  as  to  ^■5,000  in 
fnlly-paid  Shares,  and  the  balance  in  cash.  The  Balance  Sheet  of  the  business  on  31st 
Deceml)er  1902  was  as  under : — 

JOHN    SMITH. 
Balance  Sheet,  31st  December  1902. 


To  Sundry  Creditors 
,,  John  Smith— Capital  Acconnt 


£      s 

3,000  Jo 
11,150    o 


d 
o 

o 


^  s  d 

By  Cash  in  hand 650  o  o 

„  Hills  Receivable  in  hand     . .         . .  900  o  o 
„  Sundry  Debtors,  as  per  list  / 10,500 
Less  Reserve  for  Bad  E>«bts    1,500 

9,000  o  o 

„  Stock-in-Trade          1,600  o  o 

..  Plant 2,000  o  o 


£i\,\^o    o    o 


^^14.130    o    o 


The  sums  paid  over  by  the  Company  in  respect  of  Book  Debts  collected,  over  and  above  the 
amount  used  to  pay  off  the  Creditors,  are  as  follows  :—On  31st  January,  £2,000 ;  28th  February, 
;f  2,000  ;  on  the  30th  April  an  agreed  sum  of  ;f  1,350  in  settlement  of  the  balance  and  as  purchase- 
money  for  the  Book  Debts  then  outstanding. 

Show  the  Cash  Book  and  Journal  entries  necessary  to  record  the  above  transactions  in  the 
books  of  the  new  Company,  open  and  post  the  Ledger  Accounts,  and  take  out  a  Trial  Balance 
on  the  30th  April  1903. 

75.— Write  up  the  books  of  John  Smith  from  ist  Januar}^  to  30th  April  1903,  and  close  them 
at  the  latter  date,  and  prepare  a  Balance  Sheet. 

76.— A  Company  was  registered  on  31st  March  1900  for  the  purpose  of  acquiring  the  business 
of  a  firm  from  ist  January  1900,  and  its  Share  Capital,  £1^,000,  and  ^f  20,000  4  per  cent.  Debenture 
Stock  were  all  subscribed  and  paid  on  the  day  of  regisfration.  On  making  up  the  accounts  on 
the  31st  of  December  1900  it  was  found  that  a  Profit  of  £\o,ooo,  subject  to  interest  on  Debenture 
Stock,  had  been  made,  whereupon  a  di\idend  at  the  rate  of  10  per  cent,  per  annum,  free  of 
Income  Tax,  was  declared. 

Make  the  distribution,  and  say  what  becomes  of  the  balance  of  Profit. 

77.— M.  stands  in  the  l>ooks  of  the  X.  Co.,  Lim.,  as  the  holder  of  100  fully-paid  Shares  of  £\ 
each.  M.  dies,  and  probate  of  his  will  is  granted  to  N.  What  must  N.  do  l>efore  he  can  deal 
with  the  Shares,  and  what  record  should  appear  in  the  books  of  the  X.  Co.,  Lim. 

78.— Give  a  list  of  the  matters  that  have  to  be  dealt  with  at  the  Statutory  Meeting  of  a 
new  Compau)-. 


79. — In  what  way  would  you  advise  that  Premiums  on  the  issue  of  new  Shares  in  a  Limited 
Company  should  be  dealt  with  ?     Give  your  reasons. 

80. — What  books  is  a  Company  under  the  Companies  Acts  required  to  keep,  and  what 
should  they  contain  ? 

81. — On  the  ist  January  1903  a  Company  offers  for  subscription  its  Capital  of  £\oosyaQ, 
divided  into  100,000  Shares  of  £\  each.  The  Shares  are  offered  at  a  premium  of  2s.  6d.  per 
Share,  the  whole  being  payable  5s.  on  Application,  7s.  6d.  on  Allotment,  and  the  remainder,  los., 
one  month  after  allotment. 

The  whole  of  the  Issue  is  applied  for  on  the  2nd  January,  and  the  Company  goes  to  allotment 
on  January  8th. 

Show  the  necessary  entries  in  the  financial  books  of  the  Company,  assuming  that  all 
instalments  of  Capital  are  duly  received. 

82. — What  special  considerations  arise  in  connection  with  Forfeited  Shares  ? 

83. — W.  &  H.  Falk  agree  to  purchase  from  E.  Sloe,  trustee  of  T.  Williams,  deceased,  a  small 
Engineering  business,  for  the  sum  of  £'].ooo.  The  Assets,  as  they  appeared  in  the  books,  were  : — 


1.  Engine,  Boiler,  Fixed  Mant  and  Machinery 

2.  Stock-in-trade,  comprising  finished  and  unfinished  Machines,  Materials  and  Stores 

3.  Loose  Tools,  Machines,  and  Office  Furniture 

4.  Pattern  Models,  &c. 

5.  Book  Debts 


£3.000 

2.500 

1,000 

650 

1,800 

£8.950 


Messrs.  Falk,  in  making  their  estimate  of  the  value  of  the  Assets,  deducted  the  following 
percentages  from  the  above  items,  namely  : — (i)  25  per  cent.  (2)  20  per  cent.  (3)  10  per  cent. 
(4)  50  per  cent.  (5)  10  per  cent.,  being  2*  per  cent,  for  Discounts,  and  7*  percent,  for  Bad  Debts. 
They  made  a  further  deduction  for  expenses  and  contingencies,  reducing  the  amount  to  £7,000. 
which  was  offered  and  accepted.  On  the  ist  June  1900  the  purchase  was  completed  by  the  payment 
of  £\,ofx>\  ;f 2,500  being  provided  by  W.  Falk,  and  ;f  1,500  by  H.  Falk,  and  for  the  balance  W. 
and  H.  accepted  three  bills,  each  for  £1,000,  payable  at  three,  six,  and  nine  months  respectively. 
Make  the  Journal  entries  for  recording  the  above  transactions. 


84. — A.  B.  died  on  the  31st  December  1900,  leaving  the  following  Estate : — 

Cash  in  the  House         . .  . .  . . 

Cash  at  Bank  ..  ..  ..  ..  ..  ..  .. 

Household  Furniture  and  effects,  valued  at    .. 

Consols,  2i  per  cent,  valued  at  05    . . 

Freehold  Property  (in  occupation  of  deceased  at  time  of  death)  valued  at 

Leasehold  Property,  let  at  £200  per  annum.  Rent  payable  quarterly  on  25th  March,  24ih 
June,  29tb  September  and  23th  E)ecember,  paid  to  29th  September  1900,  valued  at 

£600  5  per  cent.  Debentures  of  the  Charter  Brewery,  Lim.,  quoted  at  31st  December  1900, 
at  £1 10  per  cent.    Interest  payable  half-yearly,  31st  March  and  30th  S?ptember. 

£1.000  on  deposit  for  12  months,  from  30th  September  1900,  with  the  Kastern  Bank,  at 
4  per  cent,  per  annum.     Interest  payable  halt-yearly,  31st  March,  and  30th  September. 

5,coo  Shares  of  £1  each  in  the  South  Wales  (iold  Co.,  Lim.,  los.  per  Share  paid  and  s'- 
more  called  up ;  Call  due  loth  January  1901.  No  quotation  for  Shares,  which  are 
valued  for  Probate  at  £100. 

Sundry  Debts  owing  to  the  deceased 

Sundry  Debts  owing  by  the  deceased 


£60 

740 

2.000 

5.000 

2,200 


:.503 


750 
640 
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85.— A.  B.  was  a  partner  in  a  business  at  the  time  of  his  death ;  and  upon  the  accounts 
being  made  up  it  was  found  that  he  was  entitled,  in  respect  of  his  share  of  Profits,  to  £540, 
and  as  representing  his  Capital,  to  ;('5,ooo,  but  the  Capital  (/5,ooo)  was  to  remain  in  the  business, 
at  5  per  cent,  per  annum  interest. 

The  Funeral  and  Testamentary  Expenses  amounted  to  ;f  100,  and  ;C8oo  was  paid  as 
Estate  Duty. 

The  Income  of  the  Estate  to  be  paid  quarterly  to  the  Widow,  who  is  to  have  the  use  of  the 
Furniture  and  Freehold  premises  for  life. 

Assume  the  receipt  of  the  Debts  owing  to  the  deceased,  and  of  the  Income  as  and  when  it 
becomes  due,  and  assume  also  the  payment  of  the  Liabilities  and  of  the  Income  to  the  Widow. 
Ignore  Income  Tax. 

You  are  required  to  write  up  the  necessary  Estate  Accounts  to  the  30th  June  1901,  and  to 
prepare  a  Balance  Sheet  as  ou  that  date. 

86.— A.  died  on  loth  June  1902.  The  Estate  and  Liabilities  at  the  date  of  Probate 
consisted  of: — 

Freehold  Property 

2^  per  cent.  Consols— /^.'o.ooo  al  .jj 

N.K.  Railway  Consols— ;f  10,000  at  142 

3  ^asehold  Property     . . 

l5ook  Debts  due  to  Testator         . .  . .  [',  [[ 

Money  out  on  Notes  due  to  Testator 
Cash  in  Bank  on  Deposit  Account 

..  I.  Current  Account  ..  ..  .. 

Cash  in  House 
Household  Effects 

Reversionary  Interest,  present  value 

Life  Policies  and  Bonuses 

Interest  and  Rents  Receivable  accrued  between   lolh  April  ujos,  and 

AfTidavit  for  Probate  on  loth  August  1903 
Tradesmen's  Accounts  due  by  Testator 
Mortgage  on  the  Freehold  Property  due  by  Testator     . . 
Interest  Payable  accrued  from  loih  April  to  date  of  Probate  Affidavit 

August  KJ02  at  .}  per  cent,  per  annum        ..  ..  ..  ..  173  16     1 

The  Fimeral  Expenses  juuounted  to  /"aoo,  the  Death  and  other  Duties  to  £i,ooo,  and  the 
Executorship  Expenses  (all  chargeable  to  Capital)  to  /"i.ioo,  while  the  Testator  had 
misappropriated  Trust  Funds  to  the  amount  of  ;Cio,ooo  belonging  to  H.  (excluding  any  question 
of  interest  to  the  latter). 

Draw  up  the  Journal  entries  necessary  for  opening  the  Estate  books. 

87.— Assuming  the  amounts  stated  in  the  above  question  to  be  those  finally  realised  and 
paid,  and  the  Estate  distributed  as  on  10th  August  1902,  prepare  Residuary  Accounts 
showing: — 

(</)  The  amount  of  Capital. 
(h)  The  amoimt  of  Income. 

88.— A  Testator  died  December  jist  iSyy  leaving  :— 

Cash  in  the  House,  /'30. 

Consols,  2:i  per  cent.,  ^12,000,  valued  at  101  x.d. 

Midland   Railway  Company's    4    per    cent.    Debentures    /16.000,   valued    at    120    x.d.    Dividend  due 

January  ist. 
Iron  and  Steel  Company,  100  Ordinary  Shares  of  £10  each,  valued  at  ^5,  but  paying  no  dividend. 
Balance  at  the  Bankers,  £050. 


£ 

s 

d 

20,000 

0 

0 

18,600 

0 

0 

14.200 

0 

0 

5,000 

0 

0 

1,100 

0 

0 

1,000 

0 

0 

20,000 

0 

0 

1.200 

0 

0 

50 

0 

0 

2,000 

0 

0 

20,000 

0 

0 

14.000 

0 

0 

dale  of 

2.500 

0 

0 

1,300 

0 

0 

13.000 

0 

0 

on   10th 

There  was  due  to  Testator  £4,1)00  on  mortgage  at  4  per  cent,  interest,  due  yearly  on  March 
31st.  His  Debts  to  Tradesmen  amounted  to  £^00.  The  residue  ot  the  Estate  is  bequeathed 
half  to  his  Widow  and  half  to  a  Brother.  He  becjueathed  to  his  two  Executors  (strangers  in 
blood)  ;^ioo  each.  The  Funeral  Expenses  were  £y~,.  The  Stocks  were  realised  at  the  valuation 
prices,  and  the  Mortgage  was  called  in  on  March  31st,  on  which  day  Probate  was  applied  for. 

Draw  a  Statement  showing  the  residue  on  which  Legacy  Duty  is  chargeable. 

8(j._A  ,  who  was  in  partnership  with  B.  and  C.  on  equal  terms,  both  as  to  Capital  and  share 
of  Profits,  died,  leaving  the  following  Estate : — 


Cash  in  the  House 

Cash  at  the  Bank 

Freehold  Property 

Household  Furniture,  valued  at 

Shares  in  various  Companies,  valued  at 


£ 

s 

d 

5 

0 

0 

500 

0 

0 

6,000 

0 

0 

700 

0 

0 

4, 000 

0 

0 

His  Liabilities  were  £150. 

The  partnership  Assets  and  Liabilities  were  as  follows  : — 

Stock-in-Trade 

Debts  (Good)     . . 

Cash  at  Bankers  and  in  Hand 

Bills  Receivable 

Liabilities 


10,000  o  o 

3,000  o  o 

1,450  o  o 

300  o  o 

4,500  o  o 


Make  up  a  Statement  of  the  personal  estate  of  which  A.  died  possessed,  showing  the  amount 
on  which  Estate  Duty  would  have  to  be  paid. 

90.— The  estate  of  George  Washiiigtop,  deceased,  was  left  in  trust  equally  to  his  two  sons, 
but  the  elder,  having  arrived  at  his  majority,  has  received  his  share,  the  moiety  being  still  carried 
on  in  trust  for  the  younger.  The  Trustees  did  not,  however,  convert  the  whole  Estate  into  cash, 
but  have  taken  over  some  of  the  Stocks  at  cost  price,  instead  ot  the  prices  then  current,  and  this 
has  now  to  be  rectified.  From  the  following  particulars  draw  up  six  months'  accounts,  and  show 
what  further  sum  is  due  to  elder,  and  how  younger's  position  is  altered. 

Ou  January  tst  younger's  Account  is  : — 

Pernambuco  Water  Works 

Submarine  Railway  Co. 

Arctic  Railway  Co.  . . 

British  Funds 

Mortgage.. 

Cash  at  Bank  . .  . . 


Sundry  Dividends 

Interest  on  Loan 

Purchase  of  Corporation  Stock 

Maintenance 

Cash  Allowance 


Cost  Price.        Present  Price. 

£1,126      5      0           ;fl,220      0      0 

626  12    6             S25    0    0 

500    0    0             579  10    0 
100    0    0              loS    0    0 

1.750    0    0 
2.847     8     G 

)enc 

liture  Account  to  June  30th : 

/5<J    5     I 
53    6    0 

£2,700    0    0 

47     5     3 
40    0    0 

qi. A  Testator  bequeaths  two  Annuitieo.    The  Executors,  under  power  granted  by  the  Will, 

elect  to  satisfy  the  one  by  the  purchase  of  a  Government  Annuity,  and  the  other  by  annual  or 
other  instalments. 

How  should  the  two  cases  be  dealt  with  in  the  books  of  the  Trust  ? 
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92.— A  Testator  leaves  pure  Personalty  of  the  value  of  ;Cio,ooo,  Real  Estate  ;f25,ooo,  and 
Leaseholds  of  the  value  of  ;{"2o,ooo.  He  bequeaths  Specific  Legacies  of  Personalty  to  the  value 
of  ;f 2,000,  and  Pecuniary  Legacies  to  the  value  of  ;f  18,000.  The  Executorial  Expenses,  Debts, 
and  Duties  amount  to  jf  5,000. 

The  Real  Estate  falls  into  residue. 

How  is  each  Legacy  to  be  satisfied,  and  state  generally  how  Specific  Legacies  are  to  be  dealt 
with  in  the  books  of  a  Trust. 

93.— State  fully  the  difference  between  the  Double-Account  System  and  the  Single-Account 
System,  and  the  general  principles  governing  the  valuation  of  Assets  and  Liabilities  under 
each. 

94.— To  what  classes  of  undertakings  is  the  Double-.\ccount  System  specially  applicable, 

and  why  ? 

95.— What  are  the  chief  differences  between  the  Double-Account  System  and  the  Single- 
Account  System  ? 

96.— How  may  provision  be  made  for  Depreciation  when  the  Double-Account  System  is 
employed  ? 

97.— How  is  Depreciation  treated  in  the  accounts  of  a  Gas  Company;  and  how  would  you 
deal  with  the  rebuilding  of  works,  originally  costing  ;f 50,000,  at  a  cost  of  ;f  100,000,  in  a  Gas 
Company's  books  ? 

98.— Describe  fully  the  correct  method  of  dealing  with  (a)  Repairs,  (6)  Renewals,  (c) 
extensions  under  both  the  Single  and  Double-Account  Systems. 

99-— In  the  month  of  June  1902  A.,  B.  &  Co.  made  a  return  of  Profit  for  Income  Tax  assess- 
ment under  Schedule  D,  for  the  year  ending  5th  April  1903.  The  amount  was  ;f 9,000,  being  the 
average  of  the  three  years  ended  31st  December  1901,  namely :— 1899,  ;('9,ooo;  1900,  ;f  10,000 ; 
and  1901,  ;^8,ooo.  The  assessment  was  duly  made,  and  the  tax  on  /'9,ooo  paid  in  January  1903. 
Some  months  later,  when  the  Accounts  for  the  year  1902  were  made  up,  the  taxable  Profit  of 
that  year  was  ascertained  to  be  ;^6,9oo.  State  what  adjustment  and  relief  A.,  B.  &  Co.  are 
entitled  to,  and  how  such  relief  is  to  be  obtained ;  also  state  what  difference  it  would  have 
made  in  the  amount  of  the  relief  if  the  Profits  of  the  three  years  ended  31st  December  1901 
had  been— for  1899,  ;fi3i«oo;  1900,  ;f6,20o;  1901,  ;f 7.000. 

100.— Messrs.  Field  and  Croft  desire  to  know  what  return  they  ought  to  make  of  Profits 
chargeable  with  Income  Tax  under  Schedule  D,  and  what  deductions  they  would  be  entitled  to. 
Three  years'  Trading  Accounts  showed  Profits  of  ^^90,  ;fi5o,  and  ;fi8o,  respectively,  after 
charging  against  the  Profits  salarx  drawn  by  Partners  at  the  rate  of  £i  per  week  each.  The 
Profits  were  divisible,  two-thirds  to  Field,  and  one-third  to  Croft.  Neither  Partner  had  income 
from  any  other  source.  Explain  what  steps  should  be  taken  to  obtain  proper  assessments  ;  and 
show  the  amounts  payable  by  each  Partner,  the  tax  being  a  shilling  in  the  £. 


101.— Prepare  the  Income  Tax  Return  of  the  Atlas  Steel  Company,  Lim.,  for  the  year  1899. 
1900  from  the  following  figures : — 


Profit  for  the  year  1896 

1897 
H  «         1898 


;f25,000 

23^740 
29,450 


These  Profits  are,  after  bringing  to  credit  net  Income  from  Farms  and  Cottages  ^^2,500,  and 
^"2,550  Income  received  from  Investments,  and  after  charging  Income  Tax  paid,  ;f6oo;  Charitable 
Gifts,  £s<io;  Depreciation  of  Machinery,  ;f  1,600 ;  and  of  Buildings,  ;fi,ooo  ;  and  writing  off  £1.000 
from  the  Colliery  freehold  each  year.  The  property  is  the  Company's  own,  and  is  assessed  for 
Property  Tax  at  ;f  6,000. 

102.— The  following  is  the  Profit  and  Loss  Account  of  a  Limited  Company  for  the  three  years 
ended  31st  December  1902. 

You  are  recjuired  to  prepare  a  Profit  and  Loss  Accouni  for  the  sanie  period  for  Income  Tax 
purposes,  and  to  show  what  should  l>c  the  amount  of  the  first  assessment  of  the  Company  for  the 
year  ended  5th  April  1904  : — 

Dr. 
Purchases.. 

Salaries     ..  ..  ..  .. 

Annuities  . .  ..  ..  . .  .. 

Charges     ..  ..  ..  ..  •• 

Donations  to  Charities 

Debenture  Interest    .. 

Directors' percentage  on  Profits.. 

Stationery..  ..  ..  ..  •• 

Depreciation  of  Office  Furniture  . .  . . 

Telegrams..  ..  ..  ..  •• 

Income  Tax  . .  .  •  •  • 

Loss  on  Sale  of  Live  Stock 

Kent  •>  ••  ..  «•  •• 

I^ss  on  Property  Sold  . .  . .  >  • 

BaiaDce     ..  ••  ••  ••  •• 


T900 

I90I 

1902 

£50.000 

£51.000 

/38.000 

3.500 

3.5LW 

3.500 

200 

200 

200 

2.000 

2,500 

1.250 

lOO 

»50 

5.000 

5,000 

5.000 

2,500 

2.750 

250 

260 

225 

50 

50 

50 

.  150 

148 

126 

1.500 

1.520 

1.670 

100 

•  • 

20 

200 

200 

200 
600 

19.450 


i^85,ooo 


--1  /-- 


/9O.OOO 


£50.841 


Cr. 
Sales 

Dividends  on  Consols  . . 
Rents  Received  (£100  less  Tax) 
Balance 


1900 

1901 

IQ02 

^^84.525 

£8y.529 

39.625 

380 

377 

375 

95 

94 

10,841 


£85.000 


£90,000        £50.841 


103.— Prepare  a  Statement  of  Affairs  and  Deficiency  Account,  as  on  loth  October  1897,  of 
William  Corby,  trading  as  William  Corby  &  Son,  from  the  following  particulars:— 

Cash  in  hand  ;f 85 ;  Book  Debts  ;f 3,472,  estimated  to  produce /■2,869;  Unfinished  Contract 
in  hand,  estimated  to  produce  ;f  3,000  over  and  above  the  cost  of  completing  it ;  Plant,  Tools, 
&c.,  cost  £1,880,  estimated  to  realise  /"500  ;  Office  Furniture,  estimated  to  realise  £2^  ;  Stock-in- 
Trade  ;f  1,900 ;  Investments  valued  at  ;fft,20o,  of  which  are  depositeJ  with  Bankers  as  security 
for  Loan  ;C5,46o ;  Life  i'olicies  for  £2,000  of  the  estimated  Surrender  N'alue  of  ^^1.470.  subject 
to  advances  made  by  the  Insurance  Company  amounting  to  ;f  1,420 ;  Unsecured  Creditors  on 
Trade  Accounts  ;C4'U«;    Unsecured  Creditors  for  Cash  advanced  ;f 5.30^  5   W.  Smith  for  z 


378 


ADVANCED    ACCOUNTINQ. 


APPENDIX  b. 


379 


months' wages  due  to  him  ^30;  A.  Compton,  6  months'  salary  due  to  him  at  ;f  15  a  month; 
Rent  recoverable  by  distress  i:45  ;  Bankers  for  Loans  partly  secured  i:io,  134  (estimated  value 
of  Securities  held  by  Bankers  ;f 7,460,  viz.  :-Investments  £5,4(^0  and  Lease  £2,0.^,);  Capital 
Account  on  1st  January  1897  as  shown  by  the  books,  ;^i8y ;  Loss  on  Trading  from  1st  January 
to  10th  October  1897.  £57-^',  Loss  on  Sale  of  Investments  made  on  13th  June  1897,^^400; 
Drawings,  ;^75o. 

104.— Johnson  &  Caley,  merchants,  are  unable  to  meet  their  obligations.  From  their  books, 
papers,  and  information  suppUed  by  them,  the  following  particulars  relative  to  their  affairs 
are  ascertained : — 


Cash  in  hand. . 

Debtors-Good.   i:i.25o;  Doubtful.";f6oo :  estimated   to 'produce. '/zoo;  Bad 

£1.000 

Shares  in  the  Straights  Shipping  Company.  Lim.,  of  par  value        '. '. 

Property,  estimated  to  produce  /o.ooo 

Bills  Receivable  (Good)  . .  ..  ,.  [[ 

Other    S«:urities-i:3.ooo    pledged    with    partly    secured    Creditor's,  and   the 

remainder  with  fully  secured  Creditors 
Johnson's  Drawings 
Caley  s  do. 

Sundry  Losses 
Trade  Expenses 

Creditors— Unsecured    ..  ..  .*.*  ][  [' 

Partly  Secured  ..  ..  **  \\, 

Fully  Secured 
Preferential  Claims— Wages,  Salaries,  and  Taxes 
Johnson— Capital 

Caley      do •;        :: 


£ 
250 

2.850 

5.000 

14,000 

4.250 

28,000 
9.000 
8.400 

13.500 
7.400 

25,000 

23.900 

17,000 

750 

10.000 
16,000 


s 
o 

o 
o 
o 
o 

o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 


d 

o 

o 
o 
o 
o 

o 
o 
o 
o 
o 
o 
o 
o 
o 
o 
o 


Prepare  a  statement  of  Affairs,  showing  the  Assets,  with   respect  to  their  realisation ;  also 
a  Deficiency  Account  hi  respect  of  the  deficiency  shown  by  the  Statement  of  Affairs. 

105.— A  Limited  Company,  having  carried  out   its  business  objects,  went  into  Voluntary 
Liquidation  with  the  following  Liabilities  :— 


Trade  Creditors  . . 

Bank  Overdraft  , ,  .  ]  *  [  *  * 

Capital — 

10,000  Preference  Shares  of  iJio.  £7  called  . . 

10,000  Ordinary  Shares  of  £10,  £,j  called     . . 
Less  Calls  in  arrear 

•  •  "  •  •  • 

Cash  received  from  certain  Shareholders  in  anticipation  of  Calls— 
On  Preference  Scares. . 
On  Ordinary  Shares   . . 


£90.000  o  o 

2,000  o  o 

£24,000  o  o 

4,000  o  o 


£  8  d 

12.000  O  o 

20,000  o  o 

70,000  o  o 

88,000  o  o 

28,000  o  o 


The  Assets  realised  ;^2oo,ooo.  Describe  the  Liquidator's  process  of  winding-up,  and 
prepare  a  General  Liquidation  Account,  allowing  /-a.ooo  as  the  expenses  of  the  Liquidation. 

Xotc—No  Interest  need  be  brought  into  account.     The  Preference  Shares  have  no  prior 
Capital  rights. 

106.— An  Insurance  Company,  having  a  paid-up  Capital  of  /"So.ooo  in  80,000  fully-paid 
^i  Shares,  and  a  Reserve  of  equal  amount,  invested  in  Securities  to  the  amount  of  ^^150,000, 
and  outstanding  Balances  and  Cash  ./;io,ooo,  is  .ibsorbed  by  another  Ci.inpany,  the  consideration 
being  ^65,000  in  Cash  and  the  allotment  of  one  Share  of  £2^  {£2  10s.  paid,  and  standhig  in  the 
market  at  £uj  per  Share  in  the  Purchasing  Company)  for  every  16  Shares  of  their  own  Company. 

Close  the  books  of  the  Vendor  Company,  and  show  how  the  transactions  will  appear  in 
those  of  the  Purchasing  Company. 


107.  —Describe  the  applications  of  the  Slip  System  to  Day  Books,  Returns  Books,  &c. 

108.— Describe  the  applications  of  the  Slip  System  to  Cash  Books. 

109.— Instance  a  few  of  the  applications  of  the  Slip  System  which  have  been  in  general  use 
for  a  number  of  years  past. 

no.— Indicate  shortly  what  you  think  to  be  a  few  of  the  advantages  and  disadvantages  of 
the  Slip  System. 

1 1 1. —Describe  fully  the  nature  and  method  of  keeping  Card  Ledgers. 

112.— Describe  the  advantages  and  disadvantages  of  Card  Ledgers  as  compared  with  Book 
Ledgers. 

113.— Explain  how  slips  of  original  entry  may  be  employed  as  Ledgers,  and  mention  any 
cases  in  which  you  think  this  form  of  accounting  suitable. 

114.— Describe  quite  shortly  the  essential  features  of  the  Slip  System  as  applied  to 
Ledgers. 

ii5._What  is  a  Cost  Sheet,  what  are  its  special  advantages,  and  how  is  it  made  up? 
Give  a  specimen  Cost  Sheet  of  a  Steel  Manufactory. 

116.— What  is  meant  by  the  term  "  Depreciation  " ;  is  it  the  same  as  ordinary  wear  and  tear  ? 

Explain  the  object  of  charging  Depreciation  in  the  Profit  and  Loss  Account  as  an 
expense. 

117.— Explain  shortly  the  various  methods  by  which  Depreciation  on  Buildings,  Leases, 
Machinery,  and  Plant  may  be  provided  for,  and  give  your  comments  on  the  working  of  the 
various  methods 

118.— On  closing  the  books  of  a  Firm  the  Trial  Balance  showed  the  following  debit 
balances : — 


A.&Co. 

B.  &Co. 

C.  &Co. 
D. 


£1,260 
740 
600 
aoo 


Since  the  date  of  the  Trial  Balance  A.  &  Co.  have  become  bankrupt,  and  their  creditors 
have  received  5s.  in  the  £,  and  arc  to  receive  a  second  and  final  dividend  of  2s.  in  the  £. 

The  firm  decide  to  create  a  Reserve  of  10  per  cent,  in  respect  of  B.  &  Co.'s  debt,  and  a 
reserve  of  20  per  cent,  in  respect  of  the  amount  due  from  C.  &  Co.  in  consequence  ot  disputes  as 
to  damaged  Goods.  D.  has  absconded,  and  it  is  decided  to  write  off  his  entire  indebtedness  as 
being  irrecoverable. 

Draft  Journal  entries  carrying  out  the  above,  and  state  the  amount  which  will  be  charged 
against  Profit  and  Loss  Account. 
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119.— On  1st  January  1899  a  Company  has  a  Reserve  Fund  atuounting  to  ;f  5,000  invested  in 
Consols,  and  a  balance  to  the  credit  of  Profit  and  Loss  Account  aujountin^  to  jf  7,500.  At  the 
close  of  the  year  it  is  ascertained  that  the  Company's  operations  have  resulted  in  a  loss  of 
/■  1 0,000.    You  are  required  to  show  the  effect  of  this  result  upon  the  accounts  named. 

120.— Explain  the  nature  and  operations  of  the  Insurance  Fund  of  a  Company  owning  a 
fleet  of  Vessels.  Is  such  a  Fund  applicable  to  all  sorts  of  ship-owning,  and,  if  not,  for  what 
reasons  ? 

121.— Give  your  views  as  to  the  respective  advantages  under  differing  circumstances  of 
providing  for  the  expiration  of  Leasehold  interests  by  a  Company  owning  such  property— 

(ci)  by  the  investment  by  the  Company  itself  of  a  Sinking  Fund;  , 

{b)  by  taking  out  a  policy  of  Leasehold  Assurance ; 

(i)  by  writing  down  the  value  in  successive  I'rofit  and  Loss  Accounts. 

122.— What  is  the  difference  between  a  Reserve  and  a  Reserve  Fund  ?  What  is  the  object 
of  creating  the  latter  ? 

123.— A  Firm  expends  large  sums  upon  advertisements  in  order  to  form  a  business. 
Assuming  that  the  expenditure  thereon  decreases  annually  until,  in  the  seventh  year,  it  reaches 
a  point  representing  a  normal  annual  cost  under  this  head,  how  would  you  expect  the  amounts 
to  be  treated  in  each  year's  Balance  Sheet  ?  In  your  reply  let  ;f  14,000  be  the  expenditure  of  the 
first  year,  and  decrease  j{'2,ooo  annually. 

124.— State  your  views  as  to  the  principles  upon  which  Leasehold  Properties  should  be 
treated,  and  as  to  the  manner  in  which  their  value  as  Assets  should  be  determined  for  successive 
Balance  Sheets. 

125.— A  fire  partially  destroys  a  F"actory,  and  damages  a  quantity  of  Stock.  The  Insurance 
Company  settles  the  claims  thus :— By  a  lump  sum  in  lieu  of  rebuilding,  by  a  further  sum  in  respect 
of  the  beneficial  interest  of  the  Insurers  in  the  property  during  rebuilding,  by  selling  the 
damaged  Stock  to  the  Insurers  at  an  agreed  sum,  and  deducting  such  sum  from  the  gross  claim 
for  loss  of  Stock. 

The  rebuilding  is  effected  at  a  lower  cost  than  was  anticipated,  and  a  surplus  remains. 
The  damaged  Stock  is  disposed  of  at  a  profit.  How  would  you  deal  with  the  results  of  these 
transactions  if  you  were  certifying  as  to  Trading  Profits  ? 

126.— What  do  you  understand  by  the  term  "  Sinking  Fund  "  ?  How  is  initiated,  and  what 
is  its  operation  from  year  to  year  ? 

127.— It  has  been  stated  that  the  Plant,  &c.,  of  a  bisiness  cannot  in  a  given  year  be 
depreciated  unless  sufficient  profits  have  been  made  in  that  year  wherewith  to  depreciate  it. 
Show  the  fallacy  of  this  statement,  and  the  false  issues  involved. 

128.— Explain  the  various  uses  of 

(a)  Reserve  Funds, 

(b)  Suspense  Accounts, 


and  furnish  an  example  of  each  of  the  following  cases:— 

(i)  Banker. 

(2)  Insurance  Company. 

(3)  A  Firm  of  Merchants. 

(4)  Trading  Company. 

129— Under  what  circumstances  i?  it  desirable  that  a  Reserve  Fund  should  specially  be 
invested  ?    What  class  of  Securities  should  it  be  invested  in  ? 

jjo.— State  precisely  what  you  understand  by  the  following  terms  :— 

{a)  Reserve. 

(b)  Reserve  Fund. 

(f)  Reserved  Fund. 

(d)  Permanent  Reserve. 

(e)  Depreciation  Fund. 
(/)  Depreciation  Account. 

(fi)  Investment  Fluctuation  Account. 
(h)  Investment  Fluctuation  Fund, 
(t)  Dividend  Equalisation  Account. 
(j)  Guarantee  Fund. 

Are  any  of  these  terms  interchangeable  ?  Is  the  Auditor  responsible  for  the  correct  use 
of  the  terms  employed  ? 

131.— A.  acquires  for  the  sum  of  ;f  200  the  seven  years'  lease  of  certain  Premises,  which  are 
let  to  B.  for  £40  per  annum.  The  Ground  Rent  payable  by  A.  is  £4  3s.  4d.  per  annum.  Show 
how  the  Leases  Account  should  appear  in  A.'s  Ledger  during  the  remainder  of  the  term. 

132.— The  facts  being  as  stated  in  the  previous  question,  with  the  exception  of  the  circum- 
stances that  the  premises  are  kept  by  A.  himself,  instead  of  being  sublet  to  B.,  show  the  Leases 
Account,  indicating  clearly  the  proper  amount  to  be  charged  annually  against  Revenue. 

i33._niustrate  the  diflPerence  between  Depreciation  at  6  per  cent,  yearly  on  the  original 
value  of  Plant  and  Machinery,  and  7^  per  cent,  yearly  on  the  value  remaining  after  deduction  of 
the  previous  year's  charge,  say,  at  the  end  of  six  years  on  ;f  20,000. 

I3^._A.,  a  manufacturer,  lets  to  B.  10  Wagons  on  a  Hire-purchase  Agreement,  under  which 
he  is  to  receive  half-yearly  Instalments  of  ^^loo  for  five  years.  Show  the  necessary  Accounts  in 
A.'s  books,  reckoning  interest  at  the  rate  of  6  per  cent,  per  annum,  calculated  with  half-yearly 
rests,  assuming  that  the  Wagons  each  cost  A.  £6^  to  make. 

135.— The  facts  being  as  stated  in  the  previous  question,  show  the  Accounts  necessary  in 
B.'s  Ledger  to  record  the  transaction  during  the  currency  of  the  Hire-purchase  Agreement. 

i36._Under  a  Hire-purchase  Agreement  the  value  of  the  Assets  in  question  would  increase 
year  by  year.  What  method  would  you  suggest  should  be  adopted  to  set  them  forth  correctly 
in  the  various  Balance  Sheets  ?    Take  a  term  of  seven  years. 

i37._Give  a  short  example  of  an  Account  of  Receipts  and  Payments,  also  of  an  Account 
of  Income  and  Expenditure,  and  explain  the  difference  between  these  two  Accounts. 
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i38.-Define  what  you  understand  by  a  Balance  Sheet,  state  the  sources  and  method  of  its 
preparation,  and  explain  how  a  Balance  Sheet  differs  from  a  Statement  of  Affairs. 

K-  w^~^f " i/u^'i"  ^'''°""*  ''°^  ^^'^  ^'^''°""**  ^"'^  ^''^^  y°"'  ^i^^^  ^«  to  the  manner  in 
which  they  should  be  dealt  with  in  the  books. 

i40.-Would  you  defend,  and  if  so  on  what  grounds,  the  non-presentation  by  a  Manufactur- 
ng  Company  of  its  Trading  and  Profit  and  Loss  Accounts  at  its  Annual  Meetings  ? 

I4i.-What  Accounts  are  usually  presented  to  Auditors  for  the  purpose  of  Audit 

(a)  When  all  the  transactions  duriug  the  period  have  been  of  a  Cash  nature,  and 

(b)  When  such  transactions  have  been  partly  Cash  and  partly  Credit  ? 

i42.-From  the  following  figures  prepare  a  Trading  Account  upon  the  usual  lines:- 


Stock  on  ist  January  1902 

Purchases 

Wages..  ..  ]\ 

Sales   . . 

Stock-on-band  31st  December  1902 


8,000 

2.000 

12,000 
5.500 


i43.-Taking  the  figures  given  in  the  previous  question,  prepare  separate  Manufacturing  and 
Trading  Accounts  with  the  aid  of  the  following  additional  Information  :- 

Of  the  Stock  on  the  ist  January  ;f  1,750  represents  manufactured  Goods ;  /aso  Goods 
unfinished,  and  ;f  1,000  Materials. 

Of  the  Stock  on  the  31st  December  ;Ci,25o  represents  manufactured  Goods;  /2  7so 
Goods  unfinished,  and  ;f  1,500  Materials. 

The  Purchases  consist  of  ^6,000  Materials,  and  ^2,000  manufactured  Goods. 

The  trade  price  of  the  Goods  manufactured  during  the  year  was  ;C7.700. 

.u^tl^^^l ''  ^^"^  advantage  of  arranging  the  Accounts  so  as  to  show  a  Gross  Profit  as  well 
as  the  Net  Profit  ? 

i45.-Explain  fully  why  it  is  that  the  Balance  Sheet  and  Accounts  of  a  business  prepared 
from  time  to  time  are  of  necessity  of  a  tentative  character.  When  is  it  possible  to  prepare 
Accounts  that  are  really  final  ?  ^  prepare 

i46.-What  special  points  in  the  Balance  Sheet  of  a  Company-apart  from  the  correctness 
Audkor'sT      ^'°"  '°"  "'""^  '^'"^"^  consideration  to  afford  due  protection  to  Directors  and 

i47.-What  is  "Goodwill,"  upon  what  is  it  based,  and  how  should  it  be  dealt  with  in  a 
Trading  Firm's  books  at  the  yearly  closing  ? 

I48.-The  books  of  a  Company  close  on  the  30th  June.  How  would  yon  deal  with  the 
following  Items,  and  how  would  your  method  of  dealing  with  them  affect  the  Balance  Sheet  and 
Profit  and  Loss  Account  of  the  Company:— 

(a)  Premiums  of  Insurance  on  ship  paid  yearly  on  31st  March. 

(b)  Income  Tax  deducted  from  Interest  on  Debentures,  paid  on  30th  June-date  of 

closing. 


(c)  Wages  accrued,  but  unpaid. 

(d)  Allowance  of  i  per  cent,  on  outstanding  Book  Debts  to  cover  Discount  allowances 

and  Bad  Debts. 

(e)  Stock  in    hand,  and    on  what  prirxiplc    should  it   be  valued  as  regards    (1) 

Manufactured  Goods,  (2)  Goods  in  process  of  manufacture,  (3)   Raw  Material. 

(/)  Goods  consigned  in  the  hands  of  an  Agent  abroad. 

(g)  Wagons  held  on  purchase  lease. 

(//)  Patent  rights  purchased  from  Patentee. 

(t)   In  the  case  of  a  Colliery,  "  shorts  "  redeemable  within  three  years. 

149. — A  Limited  Company  having  purchased  Shares  in  another  Company  with  the  object  of 
securing  business  connection,  and  there  being  no  transactions  or  market  quotations  by  which 
the  value  of  the  Shares  may  be  fixed  from  year  to  year,  state  your  opinion  of  the  method  which 
should  be  adopted  by  the  Company  holding  the  Shares  for  valuing  theui  and  stating  this  asset 
in  its  Accounts,  first  in  the  case  of  the  benefits  arising  therefrom  improving  from  year  to  year, 
and  secondly  on  the  assumption  that  the  connection  is  becoming  less  profitable  from  year  to 
year. 

150.— What  method  would  you  adopt  in  auditing  the  Accounts  of  an  English  Trust 
Company,  the  Capital  Investments  of  which  are  wholly  in  Stocks,  Shares,  and  Bonds  of  other 
Companies  ? 

151. — How  would  you  verify  the  Balance  as  shown  in  the  Cash  Book — 

(a)  Where  no  Banking  Account  is  kept ; 

(b)  Where  a  Banking  Account  is  kept,  but  all  the  transactions  do  not  pass  through 

the  Bank ; 

(f)  Where  all  the  transactions  pass  through  the  Back,  but  the  balances  as  shown 
in  the  Cash  Book  and  the  Bankers'  Pass  Book  are  not  identical  ? 

152. — How  should  Bills  Receivable  discounted  appear  in  the  Balance  Sheet  of  a 
Trader  ? 

153' — Distinguish  between  Depreciation  and  Fluctuation  of  Assets. 

154. — A  Company  formed  for  promoting  other  Companies  receives  Cash  and  Shares  in  such 
Companies  to  cover  its  Disbursements  and  Profits.  In  auditing  the  Accounts  of  the  Company, 
when  it  is  proposed  to  pay  a  dividend,  how  would  you  satisfy  yourself  as  to  whether  this 
dividend  had  been  earned  ?    Give  your  reasons  fully. 

155.— In  examining  a  number  of  Debtor  Balances  when  making  up  the  Accounts  of  a  firm  at 
the  end  of  the  year,  what  indications  in  the  Ledger  Accounts  would  you  make  use  of  to  put 
you  upon  inquiry  as  to  whether  any  of  the  Debts  were  Bad  or  Doubtful  ?  In  drawing  up  the 
Accounts  of  a  Trading  Company,  what  is  the  best  method  to  adopt  in  making  a  provison 
against  Bad  and  Doubtful  Debts  ? 
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lb.„  ,,;■;:     ^™  .  ^',°"'  °'  *  "»-»'='<=«"'■'»!  company  n.uch  larger  at  the  end  of  the  year 

In  referring  ,''"""'"':  '  ""  '^"=™"'^'  "'  '"'"'  •'™«'  '"«"  "'='"  '»  P-"<»»  y«-.  »"■! 

ttre  w  ,  no  T""!,'  T^'      '""  '""™""='  "'  '^'^^^  '•™«'  '""  ""='"  '"  "">«r  years  when 
Ind  wHy  ?  '""  "       '""''    '  ""  """"■"•  "'"*  "'""""  ""'"'^  •™"  •'""  f'°'"  '"^  '»'=«''■ 

booUdiIb«  •!■""'  "*'"""  *"'*  ^'^''"1"'«=  °f  »«'■«<>«  and  Creditors  in  a  Trading  Company's 

(a)  Debts  owing  to  and  by  the  same  firms  among  the  Debtors  and  Creditors. 

ib)  Money  owing  by  the  Company  to  a  Debtor  for  Calls  unpaid  and  in  arrear. 

(c)  Money  owing  by  the  Company  to  the  acceptor  of  a  Bill  Receivable  discounted 
by  the  Company's  Bank. 

1.0  Money  owing  to  the  Company  by  the  drawer  of  a  Bill   Payable  accepted  by 
the  Company. 

r,,rI!^VT^TT""'""'^^^"''^^  *■""  '"  ^'"^'"^  '"  =«"  case  whether  these  s.n„s  should 
especfve  y  be  set  off  and  excluded  from  the  Balance  Sheet  or  no.  ?    Assnn.c  for  the  purpose  that 
they  are  all  equal  in  amount. 

uebenturcs  of  W.  \  Co.,  Lnu.,  at  95  per  cent,  and  paid  a  commis.,ion  thereon  of  ,5s.  per  cent,  to 

fTlan^^nT  .""*''"  "'"■"'•"  "'  ""■*  ^°"'  "«>•  «"'"  »■"'  '«««'-"  P-vment  for 

£7,000  ot  the  Debentures  at  par. 

The  purchase-money  of  ^10,000  was  provided  by  the  sale  of  /S.Sso  of  2?  per  cent 
Consols,  part  of  ^20,000  Consols  which  had  been  purchased  and  stood  fn  the  Company's  brks 

Set  out  in  the  Led^^er  Account  with  VV.  &  Co.,  Lim..  the  transactions  in  the  Debentures- 
also  show  m  the  Consols  Account  the  entry  of  the  transaction  therein,  and  write  note  Profit' 
and  Loss  Account  so  far  as  it  is  aftected  by  these  transactions.  * 

159— A  Company  brought  out  a  new  Machine,  and,  for  the  purpose  of  eettine  it  nnnn  ♦!,. 
market,  sent  to  a  large  number  of  their  customers  Machines  on  sale  o7r  tl      Thes^  Machine 
were  deb.ed  m  the  Ledger  Accounts  of  the  several  customers  and  included  L  The  Ledg 
Balances  a   the  end  of  the  year.     How  would  you  deal  with  these  Accounts  in  p  epannf  a 
Profit  and  Loss  Account  and  Balance  Sheet  ?  Preparing  a 

i6o.-Explain  the  method  you  would  recommend  for  recording  the  transactions  involved  in 
supplymg  customers  with  Goods  on  sale  or  return  as  stated  in  the  above  ^.      itsL,  ^ 

rermed'Tf    '  "  7""'^  "  "'^^^  ^'^  ^'^^^^'"^^  ^^  ^"^  «"*' ^^^  -'   -«<1  and  two  a  ! 
returned.     If  you  prefer  a  special  form  of  book  give  a  specimen  of  the  ruling. 

fr  Jt'T^^'  Coal  Mine  Company,  Lim..  took  a  lease  of  a  Colliery  from  G.  Risch  for  00  years 
fn>m  September  29th  ^Sc^,  at  a  Ground  Rent  of  ^50  a  year,  payable  half-yearly,  and  a  Royly 

y  arthrcll  '  T'"""   ^°'^'^  °'  ^"^  '  ^^^^  ^^'^''^  half-yearly. '  During  th^fil^ 

f"  tn       T"'  "",       '''""  *°"''  ""'^  '"""«  *^^  ^^^"'^  >-^^  ^^^<^  September  29th  1808 
4,000  tons.  The  several  amounts  due  to  G.  Risch  were  paid  twenty-one  days  after  becon^g  d^' 
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Write  up  both  Personal  and  Nominal  Accounts,  and  balance  them  at  the  end  of  each 
year. 

162. — How  would  you  suggest  that  a  Trader  or  Manufacturer  should  make  provision  in  his 
books  for  known  and  uncertain  losses  by  Bad  Debts  ? 

163.— How  would  you  deal  in  a  Life  Insurance  Company's  Accounts  with  Premiums  received, 
bearing  in  mind  the  fact  that  Premiums  are  always  paid  in  advance  ?  Should  you  apportion 
them  ?     If  not,  why  not  ? 

164. — How  would  you  deal  in  the  books,  and  on  compiling  the  Balance  Sheet,  with  the  Sacks 
sent  out  and  returned  by  the  customers  of  a  firm  of  millers,  having  regard  to  the  following  facts : — 

Sacks  are  debited  when  sent  out  at  is. 

An  allowance  is  made  for  Sacks  returned  in  good  condition  6d.,  the  estimated  actual 
value  of  Sacks  returned  is  4d. 

New  Sacks  purchased  cost  yd. 

The  debit  balances  against  customers  may  include  the  Sacks,  which  will  either  be  paid 
for  in  full,  or  returned  to  claim  the  allowance ;  or,  again,  customers  may,  having 
perhaps  mislaid  the  Sacks,  refuse  to  pay  more  than  the  estimated  value  of  the  Sacks 
missing. 

165. — A.  &  B.,  colliery  proprietors,  take  a  Lease  for  21  years  at  a  Dead  Rent  of  jf  600  a  year, 
merging  into  a  Royalty  of  is.  a  ton.  The  Dead  Rents  are  recoverable  out  of  Royalties  paid 
within  five  years  ;  800  tons  were  raised  the  first  year,  4,600  tons  the  second  year,  and  75,000  tons 
the  third  year.  100  Colliery  Wagons  were  purchased  by  the  firm  on  the  hire-purchase  system, 
by  which  the  wagons,  at  the  end  of  ten  years,  became  their  absolute  property  in  consideration 
of  their  paying  15s.  a  month  for  each  wagon.  It  was  assumed  by  the  firm  that  each  wagon 
would  be  worth  £40  at  the  end  of  ten  years.  Show  the  Ledger  Accounts  for  '♦  Dead  Rents," 
"  Royalties,"  "  Purchase  of  Wagons,"  for  the  first  three  years,  the  Accounts  being  balanced  at 
the  end  of  each  year. 

166. — A  Mining  Company,  having  its  registered  office  in  London,  remitted  to  its  Manager 
in  South  Africa  during  the  year  1899  two  sums  of  ;{"3,ooo  each.  The  following  were  the 
payments  during  the  year  at  the  Mine  :— 


Wages,  Development 
Do.     Mining  and  Milling     . .  . .  . . 

•3ttiBk(  165  ••  ••  ••  ■•  ««  ag  •• 

OiOrCS  ••  ••  ••  ••  mm  •• 

N.B.— The  Stores  used  during  the  year  were  ;f8oo  in  Dvelopment  and 
£700  in  Mining  and  Milling. 

Sundry  Expenses  . . 


£1.000 

1,000 

800 

2.000 


300 


Bullion  to  the  value  of  ;f3,6oo  was  produced,  and  sent  to  the  Standard  Bank  of  South 
Africa,  who  advanced  ;f3,5oo  on  it,  which  they  remitted  direct  to  London. 

Give  the  form  in  which  the  Manager's  Accounts  should  be  sent  to  London,  and  show  how 
they  should  be  entered  in  the  London  books. 

167.— What  do  you  understand  by  the  term  "  Periodical  Returns  ?  "  By  whom  are  such 
Returns  prepared,  and  for  what  purposes  ?  Taking  any  concern  with  which  you  are  acquainted, 
state  what  you  consider  such  Returns  should  comprise. 
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